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N a former article we spoke of 

our necessary foreign trade as 

“very sick.” “But,” one re- 
plies, “look at the foreign business 
we did in December, and at the 
great favorable balance, nearly three 
billions, during 1920.” The answer 
is that one may be fat without being 
well, and that, indeed, obesity is a 
condition which may, and often 
pdoes, threaten health. Furthermore, 
it will hardly do to pick out one 
period, still less one element (bulk), 
and reason from it to a general 
conclusion without regard to other 
well-known facts. 

American goods that have been 
‘shipped abroad are piled up in for- 
‘eign seaports because the would-be 
bbuyers either cannot or do not ac- 
cept them. American goods are 
also stored in our own seaports, 
stopped there on their outward way 
for like reasons. More than one 
‘American concern has had to order 
its goods back from abroad, or else 
dispose of them there at the best 
price possible in a falling market. 
Failing this, some are carrying 
them either on their own account 
or through the aid of their bankers. 
Any one of these conditions means 
a serious loss, not merely through 
the absence of prospective profits, 
but through the presence of direct 
expenses. Furthermore, the Amer- 
ican exporter who sold these goods 
has frequently been obliged to pay 
for them at a price far above that 
for which they are now salable. 


Just as a burnt child dreads the 
fire, therefore, the exporter who 
has suffered from such experiences 


finds it necessary to move cau-_ 


tiously, to refrain from aggressive 
action and to give his attention 
rather to the safeguarding of such 
business as he can do than to 
vigorous steps toward extending 
trade. This is, of course, true of 
any kind of exporter, whether mer- 
chant or manufacturer, and its re- 
actions upon our domestic trade 
are plain. One has only to look 
about in his own locality to see par- 
tial results in factories idle or 
running part time, in men out of 
employment or working at reduced 
wages, 

This is not all of the story. Any 
who may look with enthusiasm upon 
the so-called “favorable” trade bal- 
ance of nearly three billions during 
the last calendar year should abate 
his joy by reflecting that this bal- 
ance is not yet paid. Of course, 
many of the individual transactions 
out of which it is composed have 
been liquidated, but when our for- 
eign commerce is considered as a 
whole it is true that a sum larger 
than this total balance due us on 
joint international account remains 
unpaid in the form of floating debt 
of many kinds. Some of this con- 
sists of unpaid bills of exchange, 
some is carried by the banks either 
directly or in the form of loans to 
the shipper, and much no doubt is 
due to shippers who sold on open 
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account. Some represents goods 
consigned “frozen” where they are. 
There is, of course, constant ad- 
justment among the items which 
compose the mass, but little prog- 
ress is being made toward a reduc- 
tion of the total. 

It is possible to account for the 
large volume of export trade done 
so recently as December in several 
ways; by the filling of orders given 
long ago, by orders recently placed 
to take advantage of the drop in the 
prices of grain, by the fact that the 
figures nominally stated for Decem- 
ber actually represent a period sev- 
eral weeks earlier, and therefore do 
not show the full effect of the cumu- 
lating adverse conditions, and 
finally, perhaps, because the figures 
show the necessity .of buying on the 
part of those who cannot promptly 
pay, and also possibly the need for 
selling on the part of some who are 
willing to take a long chance. 

Every student of the subject 
knows that these conditions cannot 
last. Future trade must slacken, 
and that not only means more un- 
employment here, but also the loss 
of markets for much we need to 
sell, as well as the absence of sup- 
plies for those abroad who sorely 
require them. In either case it 
means a step backward and not for- 
ward—the prolonging of the pres- 
ent uncertainty here and distress 
yonder. It means also a sterner 
struggle to reestablish ourselves in 
the international markets. 
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Offset against this is the possi- 
bility of paying the account, but in 
order to do this some means must be 
found whereby the world can get 
food and the tools with which to 
work and the materials it requires 
to earn its way out of the present 
impasse. For such a working out 
it is necessary that they should not 
only have equipment and materials, 
but time, and this last item, time, is 
by no means the least important of 
the series. It oftengmeans time suf- 
ficient to obtain equipment, then to 
get raw materials, to put them 
through the processes of produc- 
tion, to sell and collect and remit 
the proceeds, and this cannot al- 
ways be done in two, four or six 
months, and frequently takes much 
longer. If the world is to earn its 
way to payment of what it owes it 
must in many cases have more time 
in which to do it than has been cus- 
tomary heretofore in our foreign 
transactions. 

But not only must we arrange for 
the payment of the floating debt, but 
also we must go on selling those 
who owe it, for our farmers, miners 


Back of the Figures 


The big favorable balance in 
our foreign trade is to many 
a source of satisfaction and 
assurance, but in his second ar- 
ticle on foreign trade Mr. Red- 
field reminds us that obesity, 
often a danger sign in physical 
health, similarly may be a de- 
ceptive condition in commercial 
health. 

Time, as well as equipment 
and material, is necessary that 
the world may work itself out 
of the present impasse. 


and planters must continue their 
foreign sales, else their fortunes 
wither here at home. Various steps 
are being taken to this end, such as 
the recent formation of the Copper 
Export Association and the cor- 
poration in the South for financing 
sales of cotton. These are good, 
and more like them would be wel- 
come. They are efficient, but they 
are not sufficient. Excellent so far 
as they go, they do not go far. 
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The matter must be handled upon 
a larger scale and with more ade- 
quate provisions for the element of 
time. 

The problems thus rapidly 
sketched are present and pressing 
difficulties. They are serious enough 
to call for the best thought and for 
the spirit of hearty and unselfish 
cooperation among our bankers 
and our industries. This is not the 
time nor is America the place where 
either conservatism of habit or 
pride of opinion should be permitted 
to stand in the way of the necessary 
forward steps. Furthermore, diffi-§ 
cult and grave as the present prob- 
lems are, the permanent problem 
that is to follow them and with 
which we must successfully deal i 
we are to retain an honorable place 
among the trading nations of the 
world, calls for even larger vision 
and broader knowledge and greater 
courage. The nature of this per- 
manent problem and the possible 
solution, both of it and of our 
present difficulties, will be sug- 
gested in another article. 


President Drum’s Memorial to Congress 


HE passage by Congress and 
the approval by President 
Wilson of the act authorizing 

partial payments by the Secretary 
of the Treasury of amounts due to 
carriers under the provision of the 
Transportation Act of 1920 gives 
needed relief to railroads and an 
impetus to related business. The 
necessity for this legislation was 
pointed out by John S. Drum, Presi- 
dent of the American Bankers Asso- 
ciation, in a memorial to Congress 
in which he said: 

“Serious injury is being done to 
the entire banking situation in the 
United States and therefore to the 
entire economic structure of the 
country by reason of the decision 
of the Comptroller of the Treasury 
(which has been sustained by the 
Supreme Court of the District of 
Columbia) that under the Trans- 
portation Act, as at present consti- 
tuted, the Secretary of the Treas- 
ury cannot make any payments to 
the carriers before their entire 
claims for compensation shall have 
been audited and certified to the 
Secretary of the Treasury by the 
Interstate Commerce Commission. 
“The refusal of the Treasury De- 


partment, based purely on a tech- 
nical construction of the Transpor- 
tation Act, to make partial payments 
as amounts due to the carriers are 
certified by the Interstate Com- 
merce Commission from time to 
time has rendered the railways un- 
able to meet their current obliga- 
tions from their own funds. They 
have therefore either been forced 
to borrow money from the banks 
to meet these obligations, or by 
foregoing, payment to creditors 
have forced these creditors to bor- 
row from the banks the money nec- 
essary to operate their own busi- 
ness. In either case banking credit 
in the United States is forced to 
bear, in addition to the extraor- 
dinary demands of business gener- 
ally, a further burden of about 
three hundred and forty million 
dollars, which, according to the Sec- 
retary of the Treasury, is the 
amount due to the railways under 
the government guaranty. 

“This great burden has put a fur- 
ther strain on banking credit, al- 
ready heavily taxed, and increases 
their difficulties in supplying facili- 
ties urgently required by agricul- 
ture, commerce and trade. The 


purpose of Congress in enacting 
those provisions of the Transporta- 
tion Act, which provides for com- 
pensation to the carriers for deficits 
incurred under Federal control, was 
to render aid to the railways so that 
in the interests of the people as a; 
whole, during this period of read- 
justment, the carriers might as 
speedily as possible make the addi- 
tions and betterments necessary to 
meet properly the requirements of 
the nation. That purpose is wholly 
nullified if the carriers are deprived 
of the use of the money due them 
until their entire claims have been 
audited and certified to the Treas- 
ury Department for payment. 

“Realizing as it does the disas- 
trous consequences flowing from 
the wholly avoidable tie-up of credit} 
facilities involving hundreds of 
millions of dollars, the American 
Bankers Association urges upon 
you, with all the earnestness it is 
capable of expressing, to act imme- 
diately and favorably upon_ this 
legislation for the strength that will 
be given to the country’s credit 
structure by the prompt release of 
this huge sum that is due to the 
railroads.” 


Copyright, Paul Thompson 


ANDREW W. MELLON 


New Secretary of the Treasury of the United States, Taken at His Desk in Washington, D. C., Just 
After Assuming the Duties of the Office 


Andrew W. Mellon, a native of Pittsburgh, Pa., has for years been prominently identified with the industrial 
and financial development of that region. He was associated with Henry C. Frick in the development of coal, coke 
and iron enterprises; he founded the town of Donora, Pa., where important steel mills were established. 

Mr. Mellon has been president of the Mellon National Bank of Pittsburgh and a director in such concerns as the 
Union Trust Company, the Workingmen’s Savings & Trust Company, Bessemer Trust Company (Braddock, Pa.), 
Duquesne Trust Company, Braddock National Bank (Duquesne, Pa.), Monongahela Trust Company (Homestead, Pa.), 
Wilkinsburg (Pa.) Bank, East Pittsburgh Savings & Trust Company, and the Union Fidelity Title Insurance Company. 
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Best Field for New Business 


OMPETITION in the bank- 
ing business is getting keener 
each year and the institution 

with a highly specialized service in 
all departments is the one that will 
not only keep its present customers, 
but add a great many new ones. A 
large number of banks throughout 
the country have opened new busi- 
ness or commercial service depart- 
ments in the last few years and 
have found them very productive 
not only in bringing in new custom- 
ers, but in keeping in closer touch 
with present patrons. 

The most fruitful field for new 
business in your bank, strange as it 
may seem, is among its present cus- 
tomers. They have become patrons 
of your institution, perhaps on the 
recommendation of a friend or cus- 
tomer, or again, they may have been 
attracted on account of the service 
that your bank has been rendering. 
In other words, they have been sold 
on some particular feature of your 
service and, being satisfied, make 
very good prospects for the other 
departments of your institution. 

Let me illustrate: A customer 
may be doing business with your 
commercial department and by a 
careful analysis of his account you 
find that his daily balance, upon 
which he is drawing 2 per cent. in- 
terest, is unusually large. You 
have his best interests at heart and 
feel that he should be educated 
along investment lines; therefore 
you have another prospect for your 
bond department. So you advise 
your paying or receiving teller, or 
one of your officers, of the circum- 
stances and either one of your 
tellers or some official suggests to 
this patron at an opportune time 
that he might well avail himself of 
the services of your bond depart- 
ment, should he have surplus money 
he wishes to use for investment pur- 
poses. The suggestion usually 
stimulates the customer’s thought 
with the result that soon he avails 
himself of that part of your service 
and becomes an investor. 

When the customer becomes a 
patron of the bond department he 
is heartily received. The manager 
in thanking him makes the sugges- 


By D. A. MULLEN 


Secretary Clearing House Section 


tion that since he is now the owner 
of a bond or two, it might be a good 
thing for him to rent a safe-deposit 


box, which he could use not only. 


for the safe keeping of his bonds, 
but stocks and other valuable pa- 
pers. Pleased with this suggestion, 
the customer becomes a patron of 
the safe-deposit department. 

If a close check is kept on this 
customer, as it should be, by the 
new business department, the man- 
ager of that department goes over 
the situation with the receiving and 
paying tellers and when the time 
comes for this patron to clip his 
coupons the receiving or paying 


Awaiting Development 


Why look far afield when 
what you want is close at hand? 
Leads, which if systematically 
followed up will bring you new 
business, are already in your 
possession. Your present cus- 
tomers constitute the best field 
for finding new accounts—they 
also coastitute the best field for 
enlarging the business of some 
departments which are not yet 
serving present customers. This 
article shows, step by step, the 
organization and the operation 
of a New Business Department. 


teller tells him that it would be a 
good thing to place the interest 
which he has just received from his 
coupons in a savings account, as it 
raight come in handy for meeting 
insurance premiums or for future 
investments. 

Presently your follow-up system 
has made this patron a customer of 
every department. He appreciates 
the suggestions made to him from 
time to time and becomes an adver- 
tising medium for your institution 
because of the satisfactory service 
rendered by the several depart- 
ments. 

This has become possible 
through your system known as the 
central card file. This file enables 
you to study your customer’s needs 
and you are now rendering every 
possible service to him individually. 
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The records in your file show that 
Mr. Jones is treasurer of the Jones- 
Smith Company, one of the largest 
manufacturers of rubber goods in 
your city. Mr. Jones is so im- 
pressed with the service of your in- 
stitution that he feels obligated to 
open an account for his company. 
This immediately gives the officers, 
as well as the members of the new 
business department, the oppor- 
tunity of becoming acquainted with 
the officers of the Jones-Smith Com- 
pany, and these men in turn imme- 
diately becomes prospects for your 
institution. 

By the close cultivation of these 
officers it is not long before they 
have become patrons of your bank. 
Therefore, the opportunities for 
new business through a new busi- 
ness department are unlimited. 

There is not an institution in this 
country which could not have a cen- 
tral card file which would enable it 
to compile a list of its customers. 

Every institution should compile 
a list of its customers. The usual 
method is to make a card for each 
name and indicate thereon the de- 
partment or departments of which 
the customer is a patron. 

When the customer referred to 
in the foregoing paragraph became 
a patron of the commercial depart- 
ment, that department was imme- 
diately checked off on his card and 
the same procedure is carried out 
when he becomes a patron of the 
bond, savings, safe-deposit and 
other departments. 

The central card file wherein the 
customer’s list is kept is run alpha- 
betically and tells you at a glance 
just what department ‘or depart- 
ments your customer is doing busi- 
ness with. To know just when to 
keep in touch with your prospective 
customers or patrons, a tickler form 
is provided, on which is listed the 
name, address and the officers of 
the company, together with the 
date on which a call had been made 
and the date a return call should 
be made. These forms, filed chron- 
ologically, automatically come up 
for attention the day the return call 
is listed, at which time they are 
checked against the information re- 
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ceived on previous visits, which, by 
the way, is filed alphabetically and 
kept in folder form in a separate 
file, known as a confidential file. 

The confidential file contains all 
information regarding your pros- 
pect, whether he is a hard man to 
approach, the length of your inter- 
view, or any characteristics that 
might be of use to your institution. 
A small card file is also kept in al- 
phabetical order containing the 
names of the officers and directors 
of your institution, and should any 
member of the new business de- 
partment at any time interview a 
prospect who knows any of your 
officers or directors, a notation is 
made and brought to the attention 
of the officer or director, who will 
at the first opportunity speak to this 
prospective customer. This coop- 
eration is of considerable help in 
inducing many a prospect to affili- 
ate with your institution. 

A tickler form is also used in 
connection with this file. It en- 
ables you always to keep any matter 
relating to any prospect before 
either your officers or directors. 
The number of leads the officers and 
directors can furnish to the new 
business department through their 
business and social connections is 
surprising. In the stockholders, the 
manager of a new business depart- 
ment has. a field that should be 
cultivated exténsively. A majority 
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have business connections through 
which many leads can be furnished. 

When a prospective customer has 
opened an account through the ef- 
forts of the new business depart- 
ment he should be introduced to the 
officers of the institution and should 
also meet the men he is going to 
come in contact with in the depart- 
ment with which he is doing busi- 
ness, for personal contact is one of 
the most important features of a 
well-run bank. We cannot impress 
this fact too deeply. 

A personal call by the manager 
or some member of the new busi- 
ness department who has a pleasing 
personality and who has some 
knowledge of the fundamental prin- 
ciples of banking and who has 
power to close any contract which 
might be acceptable to his institu- 
tion, is more likely to get new busi- 
ness than a dozen letters written 
by the officers. 

Great care must be exercised so 
as to give your prospect the correct 
impression regarding your institu- 
tion, its personnel, resources, loca- 
tion and the magnitude of the 
service you can offer in the solicita- 
tion of all new business. 

To have a successful new busi- 
ness department in any institution 
you must have the hearty coopera- 
tion of every one of your employ- 
ees, of your officers; in fact, of 
every person in your institution, 
from the president to the floorman. 


Convention 


DaTE ASSOCIATION PLACE 
Mar. 22-23-24 Georgia ......... Macon 
April 14-15 weiss Miami 
April 27-28 Arkansas ....Little Rock 
April 27-28-29 Cham. of Com., U. S., 

Atlantic City, N. J. 
May 2-7 Executive Coun, A. B. A., 
Pinehurst, N. C. 
May 4-5-6-7. National Foreign Trade 
Council, 
Cleveland, Ohio 
May 10-11 Mississippi ... Vicksburg 
May 10-11-12 Texas...... San Antonio 
May 12-13 Tennessee ..... Nashville 
May 17-18 Missouri ...... St. Louis 
May 18 Rhode Island 
East Providence 
May 18-19 Maryland 
Atlantic City, N. J. 
May 19-20 Kansas ......... Topeka 
May 19-20-21 Alabama ...Birmingham 
May 24-25 Oklahoma, 
Oklahoma City 
May 25-26-27. Pennsylvania 
Atlantic City, N. J. 
May 26-27-28 California 
Santa Barbara 
June 2-3 Reserve City Bankers, 


Buffalo, N. Y. 


DaTE ASSOCIATION PLACE 
June 6-7 Michigan ....... Detroit 
June 7-8 Des Moines 
June 9-10 Illinois .........Chicago 
June 10-11 Massachusetts 

Swampscott 
June 10-11 New England 


Swampscott, Mass. 
June 14-15-16-17 Nat. Asso. of Credit Men, 
San Francisco, Calif. 


June 15-16 Wisconsin ...Milwaukee 
June 16-17-18 Virginia ...Hot Springs 
June 21-22 South Dakota... Yankton 
June 23-24 Minnesota .. Minneapolis 
June 23-24-25 New York, 

Atlantic City, N. J. 
June 29.30 North Dakota 

Grand Forks 

July 19-22 Amer. Inst. of Banking, 

Minneapolis, Minn. 
Aug. 5-6 Montana ........ Helena 
Aug. 24-25 Kentucky ..... Louisville 
Sept. 1 Delaware ..... Rehoboth 
Sept. 9-10 New Mexico...Santa Fe 
Oct. 3-8 A. B. A, 

Los Angeles, Calif. 
Nov. — Arizona, 


Castle Hot Springs 
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Cipher Code Changes 


Under date of March 1 a letter 
was sent to all members of the As- 
sociation referring to a change in 
the Key to the Test Word in the Tel- 
egraphic Cipher Code and the copy 
of the new key was enclosed. Mem- 
bers are thereforé respectfully urged 
to take note of the change and place 
the key in the hands of the proper 
officer in charge of forwarding code 
messages, so that it may be prop- 
erly safeguarded and the instruc- 
tions complied with. It will be 
appreciated that if this is not done 
an enormous amount of confusion, 
delay and expense will result, for 
the reason that the cipher code is 
in the hands of every member of 
the Association, now numbering 
nearly 23,000 banks, trust compa- 
nies, private bankers and banking 
firms. When the new key becomes 
effective the key now in use should 
be destroyed. 

Experience shows that the code is 
used extensively by members. 
Should it happen that in some cases 
a bank may have only an occasional 
use for the code, it should always 
be available, for a member can never 
tell when another member may de- 
sire to use it in telegraphic mes- 
sages. By the use of our code a 
large savings in telegraphic charges 
result and it provides secrecy as 
well. 

Members are also requested to 
read carefully all instructions ap- 
pearing in the code and follow them, 
and particularly to use the test 
word on all occasions. Should it 
happen that the code cannot be lo- 
cated, the office of the Association 
at 5 Nassau Street, New York City, 
should be promptly notified. The 
cooperation of every member is de- 
sired in this important matter. 

An application blank for the use 
of a non-member accompanied the 
letter and the key. The hearty co- 
operation of the members is desired 
in an endeavor to add new names to 
the roll, for through a larger mem- 
bership greater results will be 
achieved by the Association, espe- 
cially additional moral support will 
be gained in matters pertaining to 
national and state legislation favor- 
able to the entire banking fraternity 
and in the prevention of legislation 
of a detrimental character. 


Fiduciary Accounting 


Corporate Trust Department 
By E. P. VOLLERTSEN 


Vice-President Union Trust Company, Rochester, N. Y. 


HETHER the founders of 
W the present-day trust com- 

pany were gifted with 
prophetic vision enabling them to 
foresee the requirements of corpo- 
rate business, as we know it, is a 
debatable question, but it cannot be 
denied that the formation, financ- 
ing, management and reorganiza- 
tions of great business enterprises 
could not be carried on successfully 
without the assistance of the corpo- 
rate division of the trust company. 
The advantages over individuals 
which this department has for the 
performance of the various duties 
required by corporate business are 
too well known to require consid- 
eration. The future development 


of this department, the facilities of 
which are universally recognized, 
is unlimited and its growth can 
only be measured in terms of the 
great wealth, natural resources and 


productive capacity of our country. 

From an accounting standpoint 
the corporate division of the trust 
department does not present the 
same problems that are found in the 
personal or estates division. While 
every transaction in both divisions 
has its legal aspect, this predomi- 
nates in the corporate division, 
which is concerned more with the 
recording of facts than figures, ex- 
cept where syndicate or pool ac- 
counts are operated in conjunction 
with the sale of securities, the is- 
sues of which have been authenti- 
cated by the trust company. Since 
these conditions arise only in some 
of the larger trust companies, and 
in such cases the distribution is 
usually handled through the bond 
department, the records for han- 
dling syndicate accounts will not be 
considered in this article, which 
will be confined to records bearing 
upon the issuance, control and cus- 
tody of corporate obligations and 
the disbursement of corporate in- 
come. 

Referring to the legal phase of 
the work done in the corporate di- 
vision, too much emphasis cannot 

Norte: This is the second article contributed by Mr. 


Vollertsen outlining and illustrating the system used in 
acting as corporate Fiduciary. 


be placed upon the employment of 
an attorney well versed in corpora- 
tion law, to whom all indentures 
or trust deeds may be submitted for 
approval before execution by the 
trust company. This is of special 
importance where the executive in 
charge of this department has not 
sufficient legal training to analyze 
an indenture or deed of trust. 
Great care should be exercised in 
the choice of counsel, and if local 
talent is not considered sufficiently 
able, these matters should be re- 


those who have had the opportunity 
to work with skilled counsel or 
have followed some of the costly 
litigation to which loosely drawn 
indentures have led. Psychologi- 
cally it may be a fallacy to say 
“Don’t”; but in this instance, to 
serve as a “Stop—Look and Lis- 
ten” sign for the younger trust 
officers in the many new trust de- 
partments now being installed in 
banks in all parts of the country, 
the following “Don’ts” seem justi- 
fied. 


TRUST REGISTER 


ferred to someone in a larger center 
in whose judgment the utmost con- 
fidence can be placed. 

Considerable credit for the popu- 
larity of trust companies may be 
attributed to the character of the 
men who have directed them, but 
to maintain the good will thus es- 
tablished extraordinary care should 
be exercised to safeguard the inter- 
ests of those (however erroneous 
their deductions may be) whose 
confidence leads them to believe 
that the trust company’s functions 
lend stability to the transactions 
with which it is connected, and it is 
this moral responsibility which is 
so difficult to impress upon the cli- 
ent, especially when cognizance is 
taken of it in the computation of 
the trust company’s fees. 

The legal responsibility assumed 
by the trustee under a deed of trust 
is rarely appreciated except by 


ACCOUNTS 


Ro 


Rochester Folding Box 
Company C-1 


Fig. 2 (Reduced from page 13x17 in.) 


Don’t be stampeded by the de- 
sire for new business into execut- 
ing a deed of trust before— 


Approval of indenture has 
been secured from competent 
counsel ; 

Provision has beéh made for 
adequate compensation, includ- 
ing acceptance fee and reim- 
bursement for legal expenses ; 

The corporation has been 
investigated by the credit de- 
partment ; 

Ascertaining that the secur- 
ities are what they purport to 
be. 


Every deed of trust should be 
carefully scrutinized for possible 
jokers and correct description of 
securities issued under the deed of 
trust. If bonds are described as 
first mortgage bonds establish the 
fact that they are a first mortgage 
upon all the property covered by 
the indenture and that there are no 
prior liens. 

The trustee’s duties and responsi- 
bilities must be clearly outlined and 
not left to be a matter of conjec- 
ture. Provide for every contin- 
gency. Although they say, “It will 
never happen,” bear in mind that 
no corporation is too large to fail, 


Mc 
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UNION TRUST COMPANY fr Folding Kot Companey 


Compensation. 
Total Issue. 
Denominations. 
Notes Dated. 
Maturities. 


Rate of Interest. 
Interest Payable. 


Notes to Be Executed. 


How Issued. 


Replacement of Lost 
or Destroyed Notes 
or Coupons. 


Registration. 


Tax Provision. 


Increase of 
Liability. 


Redemption. 


Opticn. 


Sinking Fund. 


Default of Interest 
and Principal. 


Notice of Default. 


Liability. 


Resignation. 


HISTORY 


$1,000.00. 

$200,000.00. 

$500.00 and $1,000.00. 
July 1, 1920. 


July 1, 1922 
July 1, 1923 


8%. 


$40,000.00. 
$160,000.00. 


January and July first. 
By President or Vice-President and authenticated by Secretary. 


Notes may be issued in full or from time to time at the discre- 


tion of the Company. Trustee shall authenticate as directed, 
and deliver upon written order of the Treasurer. Trustee shall 
clip, cancel and deliver to the Company all matured coupons 
before authenticating Notes. 


Company may issue duplicates of lost Notes or Coupons upon 
indemnification satisfactory to Company and Trustee. Owners 
of lost or destroyed Notes or Coupons shall pay all expenses. 


Notes may be registered as to principal only. 


Company covenants to pay all taxes, except Federal Income 
Tax in excess of 2%, Successive Inheritance and State Income 
Taxes. 


Company will not issue any other liens unless provision is made 
for payment of these Notes or upon written consent of two-thirds 
of all outstanding Notes. Proceeds of sale of real estate to be 
applied to reduction of Notes, or paid into Sinking Fund. 
Company agrees to keep current assets equal to total liabilities, 
including amount of Notes outstanding. 


Company may redeem all or any part of outstanding Notes at 
102% and accrued interest on any interest date. Notice to be 
given Trustee thirty days in advance of redemption. Notes to 
be drawn by lot. (See Indenture.) Notice of redemption to 
be mailed registered holders. Publication of notice to be made 
once a week for three consecutive weeks in a daily newspaper 
at Rochester, N. Y. All further interest to cease on Notes called 
for redemption. Notes called are to be canceled and sur- 
rendered to the Company, and not reissued. 


Holders of Notes maturing on or before July 1, 1922, may, 
upon written notice to the Trustee, thirty days prior ‘to the 
maturity of their Notes elect to extend the maturity of their 
Notes, not longer, however, than July 1, 1923, subject to all 
the terms of this indenture. Notes so extended to be canceled 
and new Notes issued. 


Company shall on or before January 1, 1921, pay to Trustee 
as a Sinking Fund 10% of outstanding Notes; a like amount on 
or before July 1, 1921. Within sixty days of receipt of funds 
by Trustee, Notes to be purchased at a price not to exceed 
102%. Any unexpended balance to be invested in United 
States Government Bonds. After July 1, 1921, it shall maintain 
on deposit a Sinking Fund equal to 25% of aggregate in 
amount of outstanding Notes. 


In the event of default of interest continuing for thirty days, 
Trustee may, and upon request of 30% outstanding Notes 
shall, proceed to the collection of the Notes. Company may 
redeem, providing judgment has not been taken. Trustee may, 
upon written demand of outstanding Notes shall, cancel all 
proceedings and reinstate Notes. If default of principal shall 
continue for thirty days Trustee may institute such proceedings 
as its counsel may direct. Noteholders cannot individually in- 
stitute proceedings. All proceedings must be brought under the 
terms of the indenture. 


Trustee may assume that no default has occurred until written 
notice by 10% of outstanding Notes shall have been served upon 
it. Trustee shall be properly indemnified before taking any 
action. 


Trustee not liable except for gross negligence. 


Trustee may resign upon written notice to the Company, which 
shall take effect upon appointment of successor; or Trustee 
may be removed by two-thirds of outstanding Noteholders. 
Noteholders of not less than a majority of the outstanding 
Notes may appoint a successor Trustee. Company may appoint 
a temporary Trustee in the event that the office of Trustee is 
vacant for a period of thirty days. 


Fig. 3 


and proceed accordingly. Remem- 
ber the discredit which one im- 
properly drawn instrument places 
upon the trustee will undo the work 
of years in building a trust depart- 
ment. 

An arrangement of records sim- 
ilar to the estates division is fol- 
lowed in the corporate division, and 
with the exception of the stock 
ledger, the transfer record and reg- 
istration record, they are identical 
in size with the records of the es- 
tates division. This permits the 
smaller trust companies to maintain 
practically all records of both divi- 
sions in one binder, and in the 
larger trust companies the uniform- 
ity and neatness is an attractive fea- 
ture. 

The first record illustrated is the 
“Trust Register” (Fig. 1) and is 
identical with the “Trust Register” 
of the estates division, serving a 
similar purpose, viz., a record of 
the trusts and assignment of the 
proper account number. A sepa- 
rate register is used for each sub- 
division of the corporate division 
and to each account number is pre- 
fixed a check letter to indicate the 
subdivision, as follows: 


Corporate trusteeships un- 
der bond or note issues by 
prefixing the letter “C.” 

Transfer agent by prefixing 
the letter “T.” 

Registrar by prefixing the 
letter “R.” 

Escrows by prefixing the let- 
ter “EL” 

Coupon paying agent by pre- 
fixing the letters “C. P.” 

Dividend paying agent by 
prefixing the letters “D. P.” 

The same reasons for the numer- 
ical arrangement of trusts in the 
estates division exist for a similar 
arrangement of the trusts in the 
corporate division. The procedure 
governing the filing of all docu- 
ments, securities and correspon- 
dence is identical with the estates 
division. (See January number of 
the JOURNAL.) 


After a trust has been recorded 
upon the “Trust Register” it is in- 
dexed (Fig. 2). This index is 
identical with the “Index to Ac- 
counts,” estates division. Each 
sheet of the alphabetical subdivi- 
sion is vowel indexed, furnishing 
a permanent and convenient alpha- 
betical list of all trusts from which 
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the account number may be readily 
located. 

The only control accounts rte- 
quired are those governing the pay- 
ment of coupons and dividends 
which are established in the bank’s 
individual ledgers, consequently the 
only records referring to the divi- 
sion as a whole are “Trust Regis- 
ter”( Fig. 1) and “Index” (Fig. 2). 

The principles governing the 
preparation of the records in the 
estates division were followed in 
the evolution of the records for the 
corporate division. This is illus- 
trated by (Fig. 3) “History of 
Trust,” upon which is recorded a 
synopsis of the trust deed and all 
essential matters relating to the ad- 
ministration of the trust down to 
the time of its final disposition or 
the termination of the trustee’s lia- 
bility. Where necessary, the “His- 
tory” is continued upon additional 
blank sheets, such as are used in 
recording “Synopsis of Will” in 
estates division. This synopsis will 
be found as important as the “His- 
tory” sheet in the estates division, 
affording convenient access to es- 
sential facts and eliminating refer- 
ence to original papers. 

Immediately following the “His- 
tory” record are forms for record- 
ing the actual transactions (Fig. 4), 
showing “Bonds Received,” “Bonds 
Certified,’ “Bonds Delivered,” 
“Bonds Retired,” with a complete 
description and all necessary in- 
formation, including the “Balance 
Outstanding” and specific informa- 
tion relative to the coupons attached 
to each bond in every transaction. 
When occasion requires, this is fol- 
lowed by a form for recording the 
“Registration of Bonds as to Prin- 
cipal” (Fig. 5), and as in the estates 
division, stress is again laid upon 
the advantage of having all in- 
formation pertaining to any trust 
given within the span of a few 
pages instead of scattered through 
a multiplicity of records and led- 
gers. 

Figure 6 is a combined ledger 
and record of coupons paid, fur- 
nishing a detailed record of the 
name, address, income tax informa- 
tion (see letter “y” or “w,” which 
indicates the ownership certificate 
attached to the coupons when 
paid), the bond numbers: of paid 
and unpaid coupons, and is a pro- 
tection against forgeries. The con- 
trol accounts are established in the 
bank’s individual ledgers. 


Fig. 4—Part 1 


RECORD OF BONDS REGISTERED AS TO PRINCIPAL 


g 


| 


Fig. 5 


Fig. 6 


Fig. 7 


€ 
FOR VALUE RECEIVED, WE THE UNDERSIGNED REGISTERED worcemsor { 
BO HEREBY ASSIGN AND TRANSFER THE AMOUNT SET OPPOSITE OUR RESPECTIVE NAMES, TO THE PERSON OR PERSONS DESIGNATED arLow % 
50 CHECK REGISTER, TRUST DEPARTMENT. J 
Fig. 8 
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Escrows cover the deposit of 
various things of value under such 
a wide range of conditions that it 
is practically impossible to provide 
forms that will satisfactorily meet 
all requirements. The best results 
are obtained by the use of Figure 
3 for a synopsis of the contract, 
followed by blank sheets, hand 
ruled, to cover the property left in 
escrow. 

Figure 7 is identical with the 
“Check Register” of the estates di- 
vision, serving a similar purpose. 
When issuing dividend checks of 
corporations for which the trust 
company acts as transfer agent, the 
checks are entered in numerical 
order as issued and later checked 
off with a check mark (\/) as paid. 
A control account for each dividend 
is established in the bank’s indi- 
vidual ledger. 

The alert executive will find that 
the trust department affords ample 
opportunity for the expression of 
ways and means to efficiently 
handle the infinite detail with accu- 
racy and dispatch. How mechan- 
ical devices may be used to conserve 
time and labor is illustrated by Fig- 
ure 8, which is a dividend check 
with an attached but unbound stub. 
This is detached before mailing and 
filed by tying with a tape (see 
punched holes). On both check 
and stub the name and address are 
filled in with the addressograph, 
and the use of the window envelope 
in mailing completes with a mini- 
mum of labor and expense what has 
always been a laborious task in- 
volving much checking and re- 
checking. 


TRUST No. R-1 


HISTORY 


UNION TRUST COMPANY Registrars for 
Seneca Operating Corporation. 


CLASSES OF STOCK Capital 


TOTAL NUMBER OF SHARES TO BE ISSUED 
5,000. 


TRANSFER AGENT First Trust Company. 


OFFICE OF COMPANY 29 Salina St., 
Syracuse, N. Y. 


FEES $500 annually. 

WHEN PAYABLE January first. 
WHEN PAID January 10, 1921. 
REMARKS 


Fig. 9 (Reduced from page 13x11 in.) 


4—Part 2 
Fig. 10 
Fig. 11 
| 
COMPANY, TRANSFER AGENTS FO Zi APILA OckK 
Fig. 12 i 
Fig. 14 
Fig. 16 


STOP TRANSFER 


SENECA OPERATING CORPORATION 
Stock 


1921 


on Capital 


January 4, 


from 


to January 17, 1921 


O. K. T. C. 


Fig. 13 (Reduced in size) 


The transfer agent’s records are 
very simple. Figures 9, 10 and 11 
also are used where the trust com- 
pany acts as registrar. The “His- 
tory” sheet (Fig. 9) makes in- 
_ stantly available to anyone desiring 
it information that is only occa- 
sionally required and which is often 
a matter of memory with some 
clerk familiar with the work. 

Figure 10, “Audit Record,” is 
provided to record the date and by 
whom verification of the records 
was made. 

Figure 11, “Control Account,” is 
the “Block Signal” against an over- 
issue and will be found very effec- 
tive. 

Following the “Control Account” 
in the binder is a “Transfer 
Record” (Fig. 12). This is a jour- 
nalized record showing in chrono- 
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logical order the origin of each 
certificate. Columns for “State 
and Federal Stamps” provide a 
convenient means of checking by 
government officials. The printed 
heading, “For Value Received, the 
undersigned, etc.,” appears only on 
the first sheet ; the succeeding sheets 
are identical as to ruling except 
that this printed heading is 
omitted. 

Figure 13. A colored insert pre- 
ceding the last sheet of the trans- 
fer record will be found to be an 
effectual stop on transfers while 
the books are closed. 

The “Stock Ledger” (Fig. 14), 
providing essential information, to- 
gether with a balance column, is 
self-explanatory. 

Figure 15 is a colored insert pre- 
ceding the ledger account and is 
used to carry special instructions, 
such as forwarding dividend check 
to a bank for the stockholder’s 
credit. Its use leaves the ledger 
free from memoranda, adding to 
neatness, general appearance and 
permitting changes whenever re- 
quired. 

The duties of a registrar being 
limited (Fig. 16), provides a con- 
venient record very similar to the 
“Transfer Record,” although its 
operation is somewhat different, 
and, as previously stated, is used 
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DIVIDEND INSTRUCTIONS 


Robert L. Gordon. 


Send dividend checks to Guaranty 
Trust Company, New York City, for 
credit to his account. 


January 10, 1921. 


. Fig. 15 (Reduced in size) 


in conjunction with Figures 9, 10 
and 11. 

Since it has been demonstrated 
that the combination of buff paper § 
ruled in soft shades of green and 
brown eliminates eye strain and 
adds to the bookkeeper’s efficiency, 
the records of both divisions are so 
prepared and ruled, except those 
referring to the preferred stock rec- | 
ords of the corporate division, , 
which are prepared upon white pa- 
per; this distinction is to make ref- 
erence from records of one class 
of stock to another more or less 
automatic. 

No mention has been made of the 
forms to cover ticklers, insurance 
records, receipts, remittance letters, 
statements or checks, as they are 
usually devised to meet individual 
preferences and are not vital to the 
functioning of a_ well-organized 
department. 


Opportunity in Its National Meaning 


The readjustments that we are 
undergoing are but laying the foun- 
dation for a better and more endur- 
ing prosperity in the future than 
we have ever known in the past. 
We have all the power and the re- 
sources we need. Notwithstanding 
that the United States has only 6 
per cent. of the population of the 
world and only 7 per cent. of the 
land, bank deposits and resources in 
this country exceed the combined 
bank deposits and resources of the 
whole world. We have one-third 
of all the gold coin and bullion in 
the world, which constitutes the 


By FRANCIS H. SISSON 


basis for our credit structure. In 
addition, we produce 24 per cent. 
of the world’s wheat; 60 per cent. 
of its cotton; 75 per cent. of its 
corn; 27 per cent. of its cattle; 25 
per cent. of all its dairy products; 
40 per cent. of all its iron and steel ; 
20 per cent. of its gold; 40 per cent. 
of its silver ; 52 per cent. of its coal; 
60 per cent. of its copper; 66 per 
cent. of its oil; 85 per cent. of its 
automobiles. In brief, we con- 
tribute one-quarter of the world’s 
agricultural products, one-third of 
its manufactured goods, and more 
than one-third of its mineral prod- 


ucts. And from a debtor nation, 
owing other countries five billion 
dollars prior to the world war, we 
are today the second greatest cred- 
itor nation on earth, with foreign 
peoples owing us in excess of twelve 
billion dollars. 

All that is necessary for us to 
capitalize our vast possibilities is 
the vision to see our opportunities 
and the will to accomplish the tasks 
that confront us. There is not only 
ample need ‘but, far more impor- 
tant, ample reason for sane op- 
timism, 
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Publicity Methods and Results 


RANCIS H. SISSON, vice- 
F president of the Guaranty 
Trust Company of New York 
City, opened the discussion on 
‘Publicity and New Business” dur- 
ing the conference of the trust com- 
panies, New York, on February 17. 
The national publicity campaign, 
started in behalf of trust compa- 
nies, appeared in the January issues 
of the Quality group, Cosmopolitan, 
System, Outlook and the American 
Magazine was illustrated by a 
group of bulletin boards. 


Mr. Sisson: As far as copy and text 
of the advertisements and booklets are 
concerned, I take it most of you 
are familiar with them. I did not 
realize when we started on this campaign 
how difficult it was to write fiduciary ad- 
vertisements that would fit all of our 
forty-eight states. We ran up against 
legal complications and limitations of all 
sorts until we finally were compelled to 
resort to pretty general statements, for 
an appeal that was quite proper in New 
York would be quite improper in Wash- 
ington or California, or somewhere else ; 
and it wasn’t possible to put as much 
punch and active solicitation into the 
ads as we had first hoped to do. On the 
whole, however, I think they have at 
least opened the way for advertising that 
will be more easy, and increasingly better 
as we go on and feel our way. 

It was also some job to decide how 
far we could go in an effort to solicit 
business, rather than to make a general 
statement of our.case. It was the opinion 
of the committee that any active effort 
to solicit business was not at this time 
justified, and we should confine ourselves 
to general statements and public policy 
advertising, rather than to the actual 
solicitation of business. That is what we 
have done in these preliminary ads, but 
as far as I am personally concerned (I 
know it applies to you men also), I am 
not interested in any advertising or pub- 
licity campaign that sooner or later isn’t 
reflected on the right side of the ledger, 
and we hope before we get through to be 
able to make that demonstration. 

Of course, a great deal of publicity has 
been given to the campaign in financial 
publications, and some of the news- 
papers, and we have local media of vari- 
ous sorts as well as house organs of the 
advertising and publicity work. That 
has all been very valuable to us. Also, 
we have received from our subscribers 
indication that the cony and advertise- 
ments of the booklet have, for the most 
part, been approved and are satisfactory. 
They have also expressed a considerable 
appreciation of the bulletins which have 
gone out as an exhibit of the campaign, 
and as follow-up of the campaign. 

Many of the subscribing companies 
have revealed a.lack of knowledge of the 
fundamentals of advertising in business 
building, thus indicating a decided need 
for instruction along these lines, and I 


think that perhaps the most valuable 
service rendered has been the quicken- 
ing of the mental processes of trust com- 
pany executives as to the possibilities of 
advertising in business building and edu- 
cational work. 

These letters have reached a consider- 
able volume, and through the process of 
letter writing I think we have been able 
to do as much educational work along 
advertising lines, perhaps, as through any 
other way that is available. During Jan- 
vary over 200 requests were received at 
Mr. Mershon’s office for booklets, which 
have been supplied direct, and the sub- 
scribing trust companies in those local- 
ities are being notified to follow up these 
prospects. Many interesting letters re- 
questing information have been received, 
and referred in that way. Additional 
printed matter has been sent to subscrib- 
ers for use as local communications to 
customers and others interested. There 
has been quite a substantial demand for 
our booklet and it is proving results. 

It is interesting to note that there has 
been a substantial demand for the book- 
let on the part of some companies that 
have not subscribed to the campaign. 
That seems to me to be inconsistent. We 
had to consider seriously the question of 
policy involved, and as I had no one to 
appeal to I made the arbitrary ruling 
that beyond a few courtesy copies, I did 
not feel that the Committee was required 
to furnish copies of the booklet to com- 
panies which had not desired to partici- 
pate in the campaign or made their con- 
tribution thereto. It was not fair to the 
companies who had subscribed, to put 
available material at the disposal of 
others without expense on their part. 

Many thousands of booklets have been 
sent to subscribing companies following 
receipt of initial supply, indicating an 
active local demand. Libraries and 
schools have also been attracted by the 
campaign, which is considered by them 
to have educational value, and they want 
our booklet for reference purposes. 

Of course, the obvious thing for me to 
do in expressing my own belief that the 
campaign has justified itself, and should 
be continued and elaborated, is to offer 
the suggestion that those trust companies 
who have not already subscribed their 
quota do so if they can see their way 
clear, and make it a still greater and 
longer enduring success. I am sure that 
there is a vast field of. service which the 
trust companies might render and are 
not rendering that can be developed only 
by continuous processes of education. 

When you think of the very small 
number of estates that are handled by 
trust companies, of the vast volume of 
business that lies in living and personal 
trusts, and caring for securities, you see 
that we are just starting on the develop- 
ment of a mine of tremendous value, and 
which awaits only the proper preparatory 
work on our part. 

Now, just what that proper educational 
work is, and how productive it can be 
made, is still a problem, but assuming 
that we have the goods—and we know 
‘we have—and that there exists the need, 
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and we know that it does exist, the prob- 
lem that is left is simply one of coopera- 
tion and subscription on your part, and 
intelligent educational work on ours. If 
we can bring those two elements in the 
equation together, I am sure it will be of 
benefit and profit to all the trust com- 
panies in the country, and_all companies 
rendering fiduciary services; because, 
whether we will or not, the state and 
national banks rendering such service 
will get some reflected value out of what 
we are doing, but we will get enough 
value to more than justify the experi- 
ence. 

SaMueEL H. Hann, vice-president of 
the Fidelity Trust Company of Balti- 
more: I would like to ask two questions. 
First, should the publicity, whether book- 
lets or local campaign, be confined to the 
general thought that all the trust com- 
pany has to sell is its service, whether it 
is fiduciary, banking or safe deposit 
service? Or should there be an attempt 
to put in our publicity local news items? 

Mr. Sisson: So far as the publicity is 
concerned, news publicity, there is no 
possible conflict between advertising that 
sells service, and news publicity which 
relates in a narrative form certain details 
of that service. For instance, in New 
York we give out daily the trusteeships 
and transfer agencies and important mat- 
ters of that sort, that relate to important 
corporations. We do not do it with 
individuals, of course, because that is 
confidential, but anything we can make 
up in the way of news interest that we 
think will justify newspaper space we do, 
and some of the other New York com- 
panies do also. I think it helps quicken 
the public interest. It is always of in- 
terest to the corporation or individual 
concerned, and helps impress the general 
reading public in the financial world with 
the facts of trust company services, and 
the value of them. In the final analysis 
we have got to keep eternally hammer- 
ing away at the concrete fact that what 
we are selling is service, and what we 
have got to do in selling the service is to 
make it so attractive to the buyer that 
he will want it. The trouble with most 
trust company advertising, it seems to 
me, has beenthat it has not been written 
and presented from the standpoint of the 
fellow who wants to use the trust com- 
pany. The real psychology of suc- 
cessful advertising is to so phrase your 
appeal that you get the interest and 
bring conviction to the man on the 
street whom you want to reach. I am 
perfectly frank to say that in my own 
company many times I have had to 
combat the inevitable tendency of the 
trust officer to phrase his message as he 
sees it, in the technical terms of his own 
particular form of service, rather than in 
the terms which the fellow who doesn’t 
know anything about it will read with 
interest and respond to. 

That really is the essence of the whole 
thing, and the basis upon which trust 
company advertising is being built suc- 
cessfully. If you have followed the 
New York City advertising of trust 

(Continued on page 606) 
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Lift the Dead Hand of Taxation 


By GEN. CHARLES G. DAWES 


President of the Central Trust Company of Illinois 


(Extracts from the address, “Taxa- 
tion and the Reduction of Government 
Expenditures,” by Charles 
Dawes, at the Tenth Annual Banquet of 
the Trust Companies of the United 
States, Waldorf-Astoria Hotel, New 
York City, February 17, 1921.) 


IRST, let me say a few words 

to show how important is this 

question of the reduction of 
taxation, which can only be secured 
effectively through a reduction of 
governmental expenses and a proper 
reformation of our business sys- 
tem. 

The Secretary of the Treasury, 
for the fiscal year 1921, estimated 
that the ordinary expenditures of 
the government would be $4,851,- 
000,000. In that estimate he 
includes, for the Post Office De- 
partment only, a deficiency of about 
$36,800,000. In other words, there 
is not included in that figure of 
$4,851,000,000 that part of the ex- 
penses of the Post Office Depart- 
ment which would be covered by 
the revenues of the Postal Depart- 
ment, which amount to about 
$467,000,000. Adding that $467,- 
000,000 to the $4,851,000,000, you 
have the estimated expenditures for 
the fiscal year 1921 of about $5,300,- 
000,000. 

If we subtract from that sum the 
amount of money which we expend 
in matters not of administration— 
for instance, our delectable expe- 
rience in connection with the gov- 
ernment operation of railroads will 
cost the people this year only the 
small sum of $1,032,000,000, be- 
sides what it cost us in the past. 
Then we have the interest on the 
public debt of about $975,000,000, 
and pensions of about $375,000,000. 
But adding those expenditures 
which are not related to administra- 
tion and which amount to about 
$2,700,000,000, there remains the 
tremendous sum of $2,600,000,000 
for the ordinary administrative ex- 
penditures of government—and that 
is the sum out of which the reduc- 
tions must chiefly come to reduce 
the taxation of the government, 
which today is throttling the indus- 
tries and the commerce and the 
labor of our country. 


The reason public attention and 
public sentiment have not been di- 
rected more to this disgraceful busi- 
ness system which we have allowed 
to grow up without hindrance for 
over a hundred years is because the 
wealth and the taxable resources of 
the United States have been so enor- 
mous as compared with the gov- 
ernment expenditures which were a 
drain upon them that the question 
of taxation had not entered into the 
daily lives of our people. 

Taxation is the great domestic 
question of the day—the reduction 
of taxation; the lifting of the dead 
hand of taxation from the business 
and commerce and labor of our 
country, so that we can go ahead in 
a normal way and build up the pros- 
perity and happiness and peace of 
our people. 

You have ten departments of gov- 
ernment, every one of them making 
their own plans, every one of them 
going to Congress to get all the 
money they can to carry out their 
own plans, every one of them not 
only proceeding independently to do 
whatever he thinks best for his de- 
partment, but every one of them in 
league with every bureau chief un- 
der him to fight anything which 
savors of an outside centralizing 
control established to give this gov- 
ernment its money’s worth, which 
the people pay in their taxes. 

Now, General Pershing with his 
General Staff, if he saw a particular 
program of one service which it was 
absolutely necessary to have car- 
ried through quickly because of a 
condition at the front, would cut off 
the supplies from another service 
concerned in a less important plan 
and give it to the service that needed 
it most. Is there anything like 
that in our government? 

Where would your banks be if 
they ran without a head, if the 
president of the bank refused to do 
his duty and pay any attention to 


his business, and let the separate 


departments run without consulta- 
tion, encouraged them to run sepa- 
rately? 

It is not the fault of the Cabinet 
members. It has been the fault of 
the past presidents of the United 
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States who have not thought in 
terms of one government, of one 
people and their taxable interests. 
Congress is not to blame. Why, 
they talk about rivers and harbors. 
A lot of our papers print the stories 
of the great extravagance of Con- 
gress in rivers and harbors. Why, 
heavens alive, the appropriation on 
rivers and harbors is only about 1 
per cent. of the estimated expendi- 
tures for 1921 of this government 
of ours—pork barrel and all that 
sort of thing—1l per cent.! The 
money is being lost in mad admin- 
istration, and it is the duty of the 
next President of the United States 
to give this government, for the first 
time, a business head. He tells us 
he is going to do it, and I believe 
he is going to do it, and upon that 
rests largely the future prosperity 
of the people of the United States. 
But he is going to have a fight. If 
anybody thinks he is not going to 
have a fight he is mistaken. 

What ought to be done, and what 
must be done, if this question of 
a reduction of expenses is going to 
be adequately met, is the consolida- 
tion of the Army and Navy Depart- 
ments. There has got to be a cen- 
tral authority to coordinate. They 
are supposed to be coordinated by 
the Commander-in-Chief of the 
Army and Navy, who is the Presi- 
dent of the United States, but he 
has never done it, and he will not 
have time to do it. 

If you are going to consolidate 
purchasing, for instance, you will 
avoid having eight or ten different 
prices paid by each department and 
having great surpluses piled up in 
one department. Today there is not 
any agency by which the relation of 
each of those separate supplies to 
the current needs of the govern- 
ment can be ascertained. 

I tell you that a man who en- 
deavors to make it difficult for the 
next President of the United States 
to call the very best business men 
he can get into the service, like Ed- 
ward R. Stettinius, for instance, 
from J. P. Morgan’s, is just as 
much of a traitor to his country as 
a man who in time of war when 

(Continued on page 614) 


Government Thrift Banks 


W. A. SADD 
President Chattanooga Savings Bank 


President Savings Bank Division, American Bankers Association 


HE persistent efforts either 

to inject the United States 

government into private bank- 
ing enterprise or failing that to 
induce the public to believe that 
investment in government securi- 
ties is a banking of savings is 
ground for emphatic protest by 
every citizen interested in the future 
of this republic, by every person of 
sufficient intelligence to discern the 
principles of our economic system, 
by every banker who realizes the 
need for more general appreciation 
of the actual function of banking 
and the dependence of all employ- 
ers and employees on the exercise 
of that function. 

“Government Thrift Bank” is not 
an imaginary title. It is a name 
selected by United States employees 
for use in American public schools. 
It has the indorsement of at least 
one educator, for Louisiana’s state 
superintendent of public instruction 
is reported (Shreveport Journal, 
January 8, 1921) to have written a 
Federal district sales agent that 
“You are approaching the matter of 
thrift in a very practical, feasible 
way through the establishment of 
these school government thrift 
banks.” 

The U. S. Treasury Department 
has indorsed the same plan in the 
following words: “This bank pro- 
vides for the handling of all school 
savings in the same businesslike 
way as the business of a commercial 
bank is conducted. * * * This 
plan comes nearer placing school 
savings on a real educational basis 
than anything that has yet been 
done.” 

Two other manifestations of the 
same Treasury effort to teach pa- 
ternalism and unsound economics 
which we will merely mention are 
(a) legislation pending in certain 
western states to establish school 
savings banks in which the pupils 
shall invest by purchase of capital 
stock, the assets to be invested in 
war savings securities (thus ob- 
viating partial payment sales of 
stamps), and (b) the proposal of a 
United States Senate committee to 
develop a governmental savings in- 


stitution from a merger of the 
Treasury’s savings division into the 
postal savings system. 


W. S. S. Not Opposed 


The sale of the Federal savings 
securities in the schools is favored 
by bankers because of its small ex- 
pense to them, and even more often 
because it relieves of responsibility. 

Banks have resolved all doubts 
as to the sufficiency of the thrift 
taught thereby in favor of the gov- 
ernment until through official indif- 
ference, or what the New York 
Times called the “public coldness 
toward war savings stamps,” the 
plan became ineffective for teaching 
systematic saving. 

It now appears that at least 200 
cities will report school savings 
banking systems, in addition to 
those mentioned in Mr. Wood- 
worth’s article in the JOURNAL OF 
THE AMERICAN BANKERS ASSOCIA- 
TION, December, 1920. Why? 

Because of the insistence vari- 
ously reported as coming from 
school authorities, from teachers 
and from the pupils themselves. 
There is an even more important 
reason: Saving should be taught as 
an example in sound economics— 
and sane politics! 


Unsound Economics 


The U. S. Secretary of the 
Treasury is reported recently to 
have mailed to teachers more than 
100,000 letters in which he said: 

“T can assure you that the money 
you are now investing in govern- 
ment savings securities is very 
helpful in meeting your country’s 
great responsibilities.” 

We will not comment on the ex- 
tent of the helpfulness in view of 
the published figures on costliness 
of the selling campaign and the 
large and growing percentage of re- 
demptions (see JoURNAL, February, 
1921, page 575). 

Referring to the same subject, 
we quote editorial comment: 

“To ask citizens to save money 
that it may be wasted by officials is 


imposing on good nature.” N. Y 
Herald, November 29, 1920. 
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“The people are sick and tired of 
paying taxes on everything they use 
to maintain government employees 
in idleness and to provide funds to 
be squandered, as the Shipping 
Board squandered them.” Elizabeth 
(N. J.) Journal, November 23, 
1920. 

This recalls an address to the De- 
cember thrift congress of school 
children at Columbus, Ohio, at 
which the director of the Treasury’s 
savings division said: 

“The capital created by invest- 
ment in government securities and 
the payment of taxes means just as 
much to the welfare of our people 
as does capital put into private in- 
vestment.” And he continued: 
“Our government stocks the rivers 
with fish ; it develops barren land; it 
cuts great waterways, suchas the 
Panama Canal; it stamps out dis- 
ease in cattle; it teaches intensive 
agriculture ; and in a thousand other 
ways makes our land yield more 
than it otherwise could.” 

Can a child under such instruc- 
tion be blamed for thinking that 
there is a great source of something 
for nothing which may even feed 
and clothe? 

What about community need for 
the use of its savings for its own 
support and growth in lgcal enter- 
prises through investments and 
banking functions? 

Perhaps it is expected that the 
locality will be soothed by a further 
dole of “Federal Aid” appropria- 


tions ! 


What Is a “Bank”? 


This article is primarily a protest 
against the United Statés govern- 
ment or any other debtor posing as 
a banker in order to obtain funds 
for his own spending. 

The children in our schools 
should be taught most explicitly 
that banking is something different 
from purchasing securities. Event- 
ually they must invest in something 
besides government securities, or 
starve like the Bolsheviks. 

What, then, is a bank? Without 
following the recent able discussion 
by President Walter Leaf of the 
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British Institute of Bankers (Scot- 
tish Bankers Magazine, January, 
1921, page 241), we may reply by 
quoting an opinion of the U. S. Su- 
preme Court: 

“Money may not be equally dis- 
tributed. It is a bank’s function to 
correct the inequality. The very: 
object of banking is to aid the op- 
eration of the laws of commerce by 
serving as a channel for carrying 
money from place to place, as the 
rise and fall of supply and demand 
require.” Mr. Justice McKenna, in 
Auten v. U. S. Nat. Bank, 174 U.S. 
125, 19 Sup. Ct. Rep. 628. 


Publicity v. Facts 


“Tt is in response to the insistent 
and growing demand for coordi- 
nated effort tending toward the 
stimulation of saving and invest- 
ment that the government savings 
movement is being carried on,” says 
one Federal reserve savings man- 
ager. 

On the other hand, we read: 
“Thrift stamp sales are reported to 
have stopped dead short in this 
town, and all the while ‘savings’ in 
the banks are increasing. The thrift 
stamp may have been a happy war- 
time thought, but somehow it 
doesn’t appeal to our good folks.” 
Decatur (Ill.) Review, January 13, 
1921. 

“Every dollar saved from the liv- 
ing expenses, every dollar put aside 


service, you have seen the gradual quick- 
ening of that idea until today practically 
all the companies that advertise exten- 
sively in New York papers phrase their 
advertising in simple, human terms, try- 
ing to quicken the interest of the buyer 
rather than to express their own convic- 
tions or phrasing of their forms of 
service. It is a great mistake not to get 
the psychology of the man whom you are 
selling and to keep that always in mind. 
H. L. STANDEVEN, vice-president the 
Exchange Trust Company, Tulsa, Okla. : 
What is the experience or the judgment 
of the committee on combining fiduciary 
advertising with other branches of ad- 
vertising for the different departments— 
general banking, savings, foreign or 
other departments that they may have? 
Mr. Sisson: That is a great tempta- 
tion to which all of us are more or less 
given, but a fundamental principle of 
good advertising is not to confuse your 
appeal, and not give your reader more 


to guard against the inevitable 
rainy day, is that much loaned to 
development. The savings depos- 
its represent not idle money with- 
drawn from circulation, as so many 
thoughtless persons believe, but 
money used by the banks to quicken 
the throbbing arteries of trade, of 
building construction, and in the 
form of loans to legitimate enter- 
prises.” Millville (N. J.) Republi- 
can, January 28, 1921. 


Localizing the School Work 


A war-time local W. S. S. direc- 
tor, a banker who stood loyally by 
the campaign to sell W. S. S. in the 
schools, recently wrote that his 
school savings banking system, 
which had operated very success- 
fully, “was totally broken down 
when we entered enthusiastically 
into government work, which meant 
the sale of Liberty bonds and war 
savings certificates and stamps. It 
has been a question in my mind for 
a long time as to whether or not the 
Federal government is serious in its 
undertaking at the present time in 
cities like our own for the sale of 
the junior securities. Sales are not 
great, but just sufficient to divert 
the attention of school children 
from what we should have firmly 
established, namely, school savings 
banks.” 

The above is from a Federal re- 
serve district where the reserve 


Publicity Methods and Results 
(Continued from page 603) 


than one thing to think of at a time. I 
am impressed constantly in my own or- 
ganization by the desire to present a 
complete exhibit of all the forms of 
service, and although we do sometimes 
do it, and for purposes of cataloging and 
classification it may sometimes be justi- 
fied, the basic advertising rule which is 
to make one concrete, convincing appeal 
in one advertisement seems to me to be 
a perfectly sound one, and I am sure 
you will get better results from restrict- 
ing your appeal to one simple message, 
whether it is to make a will or: make 
a voluntary trust, or to make a safe- 
keeping account, or what not, than to 
drag into that advertisement all the many 
forms of service that the institution 
renders, 

Lester W. Hall, vice-president of the 
Fidelity Savings Trust Company of Kan- 
sas City, Mo., reported that as the re- 


sult of the booklet issued in this cam- 
paign one person, with an estate of 
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bank has employees who go about 
giving the possibly true but cer- 
tainly misleading information that 
its school savings system is in 51 
per cent. of the schools and that 
pupils between 6 and 12 years of 
age are investing over $500,000 per 
month. 


Conclusion 


In view of the facts, too well 
known to require further discussion 
and only mildly recited above, the 
views of Charles A.. Morss, gov- 
ernor of the Federal Reserve Bank 
of Boston, will be noted in closing: 

“In order to obtain the best re- 
sults, however, a campaign for 
economy and the investment of sav- 
ings should be carried on outside of 
the government, because a govern- 
ment organization is necessarily 
limited to urging investments in 
government obligations and cannot 
appropriate money to be spent to 
ask people to buy other investments. 
An organization which is free to 
urge the investment of savings in 
savings banks or any good securi- 
ties has a much wider field to work 
in and will appeal to a greater num- 
ber of people.” 

Actual results on school savings 
banking, and also on industrial sav- 
ings banking, prove the accuracy of 
Governor Morss’s observation on 
the comparative value of govern- 
ment and private activities. 


$800,000, had drawn a will, naming the 
bank as administrator, and Mr. Mershon 
said that he was getting reports of that 
kind from all over the country. 

It was suggested by Charles B. Royce, 
assistant secretary Brooklyn Trust Com- 
pany, of Brooklyn, N. Y., that there was 


a tremendous field among the men of 
small means which the trust companies 
are not now reaching. 


Myron C. Taylor has been elected a 
director to fill a vacancy in the board 
of the Guaranty Trust Company of New 
York. The Guaranty Trust Company of 
New York has appointed George Buissez 
acting manager of its Havre office. Louis 
Le B. Chapin has been appointed an as- 
sistant secretary in the London office of 
ad Guaranty Trust Company of New 

ork, 
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Data on Postal Savings 


Deposits 
HE U. S. Post Office Depart- 


ment announced an increase 
in deposits of $250,000 during 

the month of January, 1921. 

Total deposits on February 1 
were approximately $163,650,000. 

It announces that “arrangements 
have now been perfected by which 
postal savings accounts may be 
transferred from one postal savings 
depository office to another in any 
part of the country. This will pro- 
tect the money of the depositor, 
which will not have to be with- 
drawn from the system to effect a 
transfer, and will thereby save the 
interest which is accruing for the 
current year, and avoid the expense 
of the issuance of money orders to 
obtain the deposits. Full details 
concerning the procedure of such 
transfers will be gladly furnished 
by postmasters upon request.”’ 


Postal Investments 


Bankers who have inquired dur- 
ing the past few months as to the 
cause for the withdrawal of postal 
savings deposits, and who noted the 
statement by the Third Assistant 
Postmaster General as printed in 
the January JouRNAL, page 506, 
will be interested in noting that 
withdrawals have been more prob- 
ably affected by investment policies 
than by mere readjustment of de- 
posits in eligible institutions. 

Investments in liberty bonds and 
postal saving bonds at cost prices 
are reported as follows: 


January 30, 1919. .$29,253,900 
June 30, 1920... 30,538,720 


More recent data are contained in 
a Washington dispatch to the Wall 
Street Journal, January 28, 1921, 
as follows: 

“Investments in Government 
bonds of its postal savings by the 
post office department have 
amounted to date to $111,288,750 
in liberty bonds at par value. 

“These investments, made by the 
board of trustees of the postal sav- 
ings system, began in September, 
1918, at which time about $25,000,- 
000 worth of the bonds were pur- 


‘chased. The next period of heavy 


purchase by the post office depart- 


ment was between September 17, 
1920, and the following Christmas, 
when transactions of this character 
resulted in the acquisition of the 
remainder of the total, or about 
$86,000,000 additional. 

“Other bond investments by the 
postal savings system of the de- 
partment aggregate to date the sum 
of $7,063,960. This amount repre- 
sents the taking up by the depart- 
ment of its 214 per cent. postal 
savings bonds. The postal savings 
system has always issued these 
bonds, through the conversion into 
that form of holdings of the savings 
deposits with the department. Pur- 
chases of these bonds by savings 
depositors during the fiscal year 
1920 aggregated $159,060 during 
the same period the board of trus- 
tees bought back from depositors 
the bonds to the amount of $1,284,- 
820, with total purchases to date 
reaching over $7,000,000, as given 
above. These transactions are not 
to be confused with the other bond 
investments by the department, 
however, as the 21% per cent. postal 
savings bonds are not on the market 
and do not fluctuate in value, being 
promptly taken up by the depart- 
ment on presentation, and thus 
amounting practically to a with- 
drawal of deposits.” 


Annual Report 


The operations of the United 
State postal savings system are 
summarized in the following table, 
which is compiled from the recent 
annual report of the post office de- 
partment for fiscal years ending 
June 30, thé first column including 
all branches and stations: 


Balance, Depos- Average 
Year Offices Millions itors Balance 
1920 6,314 $157 508,508 $309.29 
1919 - 6,439 167 565,509 295.88 
1918 6,656 148 612,188 242.53 
1917 = 7,161 131 674,728 195 57 
1916 §=8,421 86 602,937 142.67 
1915 9,546 66 525,414 125.02 
1914 10,347 43 388,511 111.82 
1913 12,820 34 331,006 102.00 
1912 10,170 20 243,801 83.01 
1911 400 1 11,918 56.82 


We quote from the report: 


“At the close of the year there 
were 6,314 postal savings deposito- 
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ries in operation, including 731 
branch post offices and stations. 

“The balance to the credit of de- 
positors decreased during the year 
trom $167,323,260 to $157,276,322, 
a loss of $10,046,938, or 6 per cent. 
The deposits during the fiscal year 
amounted to $139,208,954 and were 
greater than during any previous 
fiscal year. However, the with- 
drawals increased disproportion- 
ately and amounted to $149,255,892. 
The number of depositors decreased 
from 565,509 to 508,508, a loss of 
57,001, or 10 per cent. These de- 
creases are principally attributable 
directly to the return in great num- 
bers of foreign-born depositors to 
their native countries after a period 
of years of restricted emigration. 
The average principal per depositor 
increased from $295.88 to $309.29, 
a gain of $13.41, or 4.5 per cent. 
The account of one depositor with 
$10 at credit is now recorded as 
unclaimed. 

“Postal savings funds were held 
at the close of the year by 5,005 
banks, of which 3,126 were national 
banks ; 463 state banks, members of 
the Federal reserve system; 1,408 
state banks, non-members; and 8 
organized private banks under 
state (Indiana) supervision. 

“The system continues to be self- 
supporting. The profit in the fiscal 
year 1920 was $1,720,549.82, com- 
pared with $1,616,087.25 in 1919, 
a gain of $104,462.57, or 6 per 


cent.” 


Samuel Kraemer, formerly sec- 
ond vice-president, elected first 
vice-president American Savings 
Bank, Anaheim, Calif.; H. H. Ben- 
jamin elected second vice-president ; 
E. Zitzmann, formerly cashier, now 
cashier and secretary. 


News has been received here of 
the death of Don Ramon Arias 
Feraud, at Panama, R. P., who was 
a member of this Association and 
our vice-president for Panama for 
the year 1919-1920. The business 
of Mr. Ramon Arias Feraud will 
be carried on by his sons under the 
same title as heretofore used. 


Paying Wages by Check or Deposit 


LEO DAY WOODWORTH 


Deputy Manager, American Bankers Association 


OES payment by check to 
industrial and clerical em- 
ployees promote thrift by 

bringing them into closer contact 
with banks, as well as protect 
against robbery and serve the con- 
venience of the employer? 

This has been the subject of no 
little discussion by bankers during 
the thrift drives of the last few 
years. No conclusion has been 
reached which can be applied to all 
cases. 

The following statements will be 
of interest to those bank and indus- 
trial institutions in Omaha, Zanes- 
ville and New England points with 
whom we have formerly corre- 
sponded. 


A Thrift Plan 


H. E. Dalton, general auditor of 
the Studebaker Corporation, South 
Bend, Ind.: 

“We have but recently placed in 
operation our pay-by-check plan 
and, of course, are in no position to 
give you any reliable information as 
to the results obtained from this 
system. 

“We naturally expect that it will 
promote thrift amongst our men 
and believe that once they become 
accustomed to receiving their com- 
pensation in this form they will 
favor the plan over the one calling 
for payment in currency.” 

The Washburn-Crosby Company 
recently installed a similar plan, but 
has not reported on its operation. 

L. M. Todd, president of the 
Todd Protectograph Company, 
Rochester, N. Y., wrote: 

“Tt was our idea that the bankers’ 
thrift movement would be advanced 
if some concern doing business in 
all parts of the world would go on 
record as transacting its business 
entirely without currency. 

“Therefore we announced, the 
first of November, that our entire 
business thenceforth would be con- 
ducted along this progressive line. 

“In one way this plan of ours 
was only a development, because 
for many years we have been pay- 
ing all of our factory employees and 
part of our office force, as well as 
all of our salesmen throughout the 
world, by check. Therefore it was 


-used more and more. 


only one step further to apply the 
same rule to such of our office em- 
ployees as were receiving currency 
on pay day, and to a very few of 
our customers, who were in the 
habit of handing cash to our sales- 
men instead of remitting by check. 

“In the matter of our own dis- 
bursements, the plan has not pre- 
sented any complications worth 
mentioning. It is our invariable 
practice to pay all bills for supplies, 
equipment, etc., by check. 

“In the matter of remittances 
from customers, where our branch 
offices receive collections in cash 
they are instructed to deposit it in 
their local bank and issue their own 
check to the company for the 
amount. 

“In a few cases customers send 
money to us loose in the mail in 
payment of small invoices or install- 
ment payments. Our practice in 
this case is to forward the currency 
by registered mail to the customer’s 
bank, if known, or to the bank 
nearest to him, and request the bank 
to send us cashier’s check or draft 
for the amount. 

“Tt is surprising, however, how 
very few occasions of this kind 
arise, considering that we are deal- 
ing with over 800,000 individual 
customers, making purchases rang- 
ing all the way from 25 cents to 
thousands of dollars. 


Education Needed 


“As is -well known, checks are 
While there 
will, of course, be some opposition 
to putting a business on an absolute 
100 per cent. checking basis, I be- 
lieve that most manufacturing con- 
cerns, at least, could conduct their 
business in this manner, and we are 
thoroughly convinced that it would 
result to the advantage of all con- 
cerned, and especially to the em- 
ployee, to have his wages paid by 
check, or by deposit, as outlined 
above. 

“This latter plan (that is, by de- 
posit) would, of course, be the ideal 
plan, and we can see no special ob- 
stacles in the wav of eventually get- 
ting 100 per cent. of our employees 
to receive their pay in this manner. 
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It could not help but be a benefit to 
them, and when it became the gen- 
eral practice to pay in this manner 
it would be to the advantage of the 
countrv at large. In a vision of 
this kind one must keep in mind 
that fifty or sixty years ago checks 
were used but very little, and more 
and more it has come to be found 
to be the ideal wav of conducting 
business. Every family should, for 
their own protection and in the in- 
terest of thrift and welfare, have a 
checking account and take care of 
their household expenses in that 
manner. It is conceivable that 


within a decade at least it may be 
found that the individual who does 
not have a bank account will be a 
‘rare specimen. 


In Chattanooga 


W. A. Sadd, president of the 
Chattanooga Savings Bank, and 
also president of the Savings Bank 
Division of the American Bankers 
Association, advised: 

“Pay-roll items have been cov- 
ered by check by several of our tex- 
tile concerns for a number of years. 
I think it is more or less a matter of 
convenience. In fact, we have two 
or three of their checking accounts 
by which the people come in here 
Saturday to get the same paid. 

“Tt has brought us some business 
but it has not worked out, in my 
opinion, as a direct incentive to par- 
ties having checking accounts in 
banks, or to start savings accounts. 

“A large majority of them use 

their checks in payment of bills at 
the different groceries and other 
stores, and in this way they usually 
spend more of it than they did in 
the past. I will pursue my investi- 
gation a little further and see if 
any of them have felt as though it 
was of a distinct benefit to their 
employees. 
* “We have at the present time at 
least three or four different ac- 
counts which are used entirely for 
the payment of their help. The idea 
is put out by these larger manufac- 
turers that it develops a banking 
business, but it has never really oc- 
curred to me as really a result, 
which would be of any particular 
benefit.” 
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Banks as Purchasers of Stolen Liberty Bonds 


received from bankers as to the 

risk and their possible liability 
in the purchase of Liberty Coupon 
Bonds which afterwards turn out to 
have been stolen. The following 
letter from a banker in Texas is 
typical of such inquiries: 

“As a member of the Association, we 
write to make inquiry on a legal ques- 
tion that is particularly interesting to 
banks at this time, and that is—what 
position does a bank occupy as a pur- 
chaser of stolen Liberty bonds should 
the bonds later be identified by the 
owner and claim made for their return, 
on the grounds that they were stolen 
property ? 

“As an example—Suppose A, a per- 
fect stranger to us, should appear at our 
counter with $10,000 in bearer Liberty 
Loan bonds, asking that we purchase 
them from him. We purchase them 
without making any inquiry concerning 
the individual himself, or as to whether 
or not they were his property and he 
had come by them honestly. 

“Later B makes a claim that the 
bonds were stolen from him, and he is 
able to identify them by their numbers, 
and brings action against the bank for 
the recovery of their value. Would it 
be incumbent upon the bank to make 
suitable inquiry as to the honesty or 
character of a stranger who might pre- 
sent bearer securities, and satisfy them- 
selves as to how they came into his 
hands? 

“We have not seen any decisions on 
any cases of this kind, but as there have 
been a great number of Liberty bonds 
stolen and disposed of during the last 
few months, we would like to know just 
what position a bank is in. which has 
purchased stolen bonds. If you have 
any decisions on any cases of this kind, 
we would be very glad to receive them.” 


A coupon bond is a negotiable in- 
strument payable to bearer and ne- 
gotiable by delivery and a bank or 
other purchaser, to be secure in his 
possession and title to a bond which 
subsequently turns out to have been 
stolen, must have acquired same 
under the conditions prescribed by 
the Negotiable Instruments Act to 
constitute a holder in due course. 
These conditions are found in Sec- 
tion 52 of the Negotiable Instru- 
ments Act, which provides: 

“A holder in due course is a holder 
who has taken the instrument under the 
following conditions : 

“(1) That it is complete and regular 
upon its face; 

_ “(2) That he became the holder of 
it before it was overdue, and without 
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notice that it had been previously dis- 
honored, if such was the fact; 

“(3) That he took it in good faith 
and for value; 

“(4) That at the time it was nego- 
tiated to him he had no notice of any 
infirmity in the instrument or defect in 
the title of the person negotiating it.” 


Section 56 provides: 


“To constitute notice of an infirmity 
in the instrument or defect in the title 
of the person negotiating the same, the 
person to whom it is negotiated must 
have had actual knowledge of the in- 
firmity or defect, or knowledge of such 
facts that his action in taking the instru- 
ment amounted to bad faith.” 


If the purchaser has acquired a 
bond under the conditions pre- 
scribed in Section 52 ke has full 
enforceable rights and cannot be de- 
prived of the possession or owner- 
ship of the bond by the former 
owner from whom it has been 
stolen. His rights are defined by 
Section 57 of the Negotiable Instru- 
ments Act, which provides: 

“A holder in due course holds the in- 
strument free from any defect of title 
of prior parties, and free from defenses 
available to prior parties among them- 
selves, and may enforce payment of the 


instrument for the full amount thereof 
against all parties liable thereon.” 


Under this section it has been 
held that a holder in due course of a 
promissory note or check payable 
to bearer can acquire a good title 
thereto from one who has stolen it. 
Massachusetts Nat. Bank v. Snow, 
187 Mass. 160; Jefferson Bank v. 
Chapman, 122 Tenn. 415; Schaeffer 
v. Marsh, 90 Misc. (N. Y.) 307. 
And it has.been held the same rule 
applies to negotiable bonds payable 
to bearer. . City of Adrian v. Whit- 
ney Central Bank, 146 N. W. 654. 

During the past year or two nu- 
merous robberies of Liberty Coupon 
Bonds have occurred and a feeling 
of uncertainty has been created 
among many purchasers of such 
bonds concerning the degree of risk 
attendant upon the purchase of 
these securities. Repeatedly the 
question has been asked whether 
such bonds can be safely purchased 
from a stranger or whether there is 
not some duty on the part of the 
prospective purchaser to make in- 
quiry concerning the identity of the 
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seller and the validity of his title. 
This point will be considered. 

One of the essentials to constitute 
a holder in due course is that he 
must have acquired the paper “in 
good faith,” and the question arises 
does the purchaser act in good faith 
when he buys the paper from a total 
stranger without inquiry. 

In Pennington County Bank v. 
First State Bank, 125 N. W. 
(Minn.) 119, a bank accepted a 
check from a stranger without in- 
quiry or investigation and the sole 
question involved was whether it 
was a bona fide holder. The court 
said: “Honest intention alone in the 
taking or putting off of negotiable 
instruments is not enough to prove 
conclusively that one is a bona fide 
holder. Such a holder is one who 
in the ordinary course of business 
takes the instrument in good faith 
and for a valuable consideration. 
To establish good faith there must 
not only be an absence of knowledge 
of any invalidity, but an absence of 
circumstances which would put an 
ordinarily prudent man upon in- 
quiry. If there are such circum- 
stances and he makes no attempt to 
ascertain the truth he cannot claim 
good faith in accepting the instru- 
ment. * * * The one circum- 
stance here which can be claimed 
to have put the defendant upon in- 
quiry was that Davis was an entire 
stranger. Such fact has been held 
not enough to show bad faith. 
Commercial Bank v. First Nat. 
Bank, 30 Md. 11, 96 Am. Dec. 554; 
Murray v. Lardner, 2 Wall. 110. 
* Notwithstanding those- 
authorities, I personally 
(O’Brien, J., writing the opinion of 
the Supreme Court of Minnesota) 
of the opinion that, before a bank 
takes negotiable paper from a 
stranger and puts it off, either as 
owner or for collection, it is neces- 
sary for it, in order that it be con- 
sidered a bona fide holder, to satisfy 
itself by reasonable inquiry as to 
the validity of the paper, and that 
whether this defendant did take 
such reasonable precaution was a 
question for the jury. But a ma- 
jority of the court hold that the evi- 
dence was insufficient to justify a 
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finding that the defendant was not ‘ A summary of the great majority 


a bona fide holder of the check, and 
therefore the learned trial judge 
properly instructed a verdict for the 
defendant.” 

In Unaka National Bank v. But- 
ler, 83 S. W. (Tenn.) 655, a check 
was indorsed in blank and lost. It 
was accepted by a firm of merchants 
from a stranger in payment of goods 
sold. The action involved the title 
of the merchants as against the law- 
ful owner who lost it. It was con- 
tended that the merchants “were 
not bona fide holders and acquired 
no title to the check, because the 
suspicious circumstance attending 
its negotiation and their negligence 
in failing to require identification of 
their customer fixed them with con- 
structive notice of the infirmity in 
his title.” But the court said: “A 
check drawn as this one, is a nego- 
tiable instrument and when in- 
dorsed in blank is payable to bearer 
and passes by delivery as freely 
and absolutely as a bank note and a 
bona fide purchaser in due course of 
business acquires good title * * *. 
The contention of the defendant in 
error that Ward and Fryberg (the 
are not bona fide 


merchants ) 
purchasers because, while they had 
no actual knowledge that the check 
had been lost and was being fraud- 


ulently negotiated, the circum- 
stances attending their purchase 
were calculated to excite suspicion 
and put an ordinarily prudent man 
upon inquiry which would have led 
to knowledge of the defect in the 
title of the holder and their negli- 
gence in failing to require identifi- 
cation of their customer, charged 
them with constructive or implied 
notice of all the facts that inquiry 
would have developed, is also un- 
sound and untenable both in law 
and upon the facts disclosed in this 
record * * *. The courts all seem 
to hold that the purchaser of a nego- 
tiable instrument owes no duty to 
the former holders to actively in- 
quire into the title of the party in 
possession and that circumstances 
of suspicion and gross negligence 
are not of themselves bad faith but 
only evidence tending to establish 
it.” 

Notwithstanding this, some courts 
have said that a purchaser should 
not accept paper from a stranger 
without inquiry. See, for example, 
Wickersham Banking Co. v. Nicho- 
las, 82 Pac. (Cal.) 1124, 


of cases would seem to indicate that 
the mere purchase of bearer paper 
from a stranger, without inquiry or 
investigation, does not, of itself, 
constitute bad faith but, if there are 
surrounding circumstances of sus- 
picion, the fact of purchase from a 
stranger together with such other 
circumstances, will all be taken into 
consideration in determining the 
good faith of the purchaser. In 
other words, a question of fact will 
be raised for the determination of a 
jury whether the purchaser was in 
fact honest or guilty of bad faith. 
See, for example, Merchants, etc., 
National Bank v. Ohio Valley Fur- 
niture Co., 50 S. E. (W. Va.) 880; 
Pelletier v. State National Bank, 38 
So. (La.) 132. 

Specific cases growing out of the 
theft of Liberty Coupon Bonds and 
involving the title of purchasers of 
such stolen paper are only now 
commencing to come before the 
courts for decision. One of such 
cases was reported in the JoURNAL 
of the American Bankers Associa- 
tion for July, 1920, at page 32 
(Morris v. Muir, et al, 181 N. Y. 
Supp. 913), decided by the Mu- 
nicipal Court of the City of New 
York, April 30, 1920. Following 
is the summary of the case as 
digested in the JOURNAL: 

“The plaintiff is a hard-working 
woman, conducting a newsstand. 
Her son, Julius, aged 15 years, is 
a confirmed thief, who stole from 
his mother four United States Lib- 
erty Bonds of $100 each. At the 
time of the disposal of the bonds he 
was less than five feet tall, was very 
immature in appearance, and bore 
upon his face the stamp of a degen- 
erate, while at the same time he 


was endowed with natural alertness: 


of mind. This unfortunate youth 
sold the bonds to the defendants 
who are stockbrokers. The plaintiff 
sued to recover their value. The 
court held the defendants liable, 
saving that willful disregard of 
known facts showing want of title, 
or willful evasion of knowledge of 
the facts, in purchasing negotiable 
bonds, amounts to bad faith under 
section 95 of the Negotiable Instru- 
ments Law. Spiegelberg, J., said: 
‘One of the young girls employed in 
the Liberty Bond Department asked 
him to fill out the card. It is very 
significant, to show the lack of in- 
telligence on the part of the young 
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woman, that, when Julius omitted 
to fill out one of the lines in the 
card, she, after inquiring of Julius, 
inserted that he was in business for 
himself. It is difficult to under- 
stand, after seeing this poor, 
wretched individual, how anybody 
with any degree of intelligence or 
possessed of ordinary caution would 
have believed that he was the owner 
of the securities and conducting a 
newspaper stand on his own ac- 
count * * *. I do not hesitate in 
arriving at the conclusion that the 
action of the defendants in buying ' 
the bonds amounted to bad faith, 
within the authorities.’ ” 

In this case, it would appear 
there was more than the mere taking 
of the bonds from a stranger; the 
court took the ground that the im- 
mature age and physical appearance } 
of the seller was such as to negative 
the belief that he was owner of the 
securities, and conducting a news- 
paper stand on his own account as 
he represented and it, therefore, 
held that the purchaser acted in bad 
faith. 

A still more recent case is that of 
E. W. Wagner & Co. v. Whitney 
& Co., in the Federal Court in New 
York City decided February 11, 
1921, in which the Federal Reserve 
Bank and one James Murray, the 
property clerk of the Police De- 
partment, were associated as de- 
fendants. It involved the title to 
$25,000 of Victory 434% Coupon 
Bonds which were part of $178,000 
of securities belonging to, and 
stolen by a messenger from, Whit- 
ney & Co. Wagner & Co., brokers, 
with New York and Cleveland of- 
fices, had bought the bonds in good 
faith from a cigar store man in 
Cleveland. When they were offered 
by local brokers at the Federal Re- 
serve Bank in New York, they were 
recognized by their numbers as 
some of the stolen Whitney bonds 
and were turned over to the prop- 
erty clerk and restored to Whitney 
& Co. Wagner & Co., claiming! 
ownership, brought suit for their 
recovery. The complaint was dis- 
missed as to the property clerk and 
the Federal Reserve Bank, but the 
jury were directed to find a verdict 
for the plaintiff against Whitney & 
Co., on the pleadings. No opinion 
was rendered. The plea of the de- 
fendants that they only recovered 
from the property clerk of the Police 

(Continued on page 636) 
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company officials who attended 

the second midwinter confer- 
ence of the Trust Company Divi- 
sion of the American Bankers 
Association, held in the Waldorf- 
Astoria on Thursday, February 17, 
the conference was highly success- 
ful and extremely profitable. From 
the opening of the first session to 
the close of the banquet in the eve- 
ning, the discussions and addresses 
were replete with valuable informa- 
tion, and interest in all the pro- 
ceedings was splendidly sustained. 
The banquet, with which the con- 
ference was concluded, was at- 
tended by over 1,000 persons and 
was graced with the presence of 
General Pershing, who in the course 
of a brief address expressed his sin- 
cere appreciation of what trust com- 
panies had done toward sustaining 
the army during the period of the 
war. (Reference to the banquet is 
made elsewhere in this issue. ) 


|e the opinion of the 200 trust 


Federal Legislation 


J. Arthur House, first vice-presi- 
dent of the Trust Company Divi- 
sion, and president of the Guardian 
Savings and Trust Company of 
Cleveland, presided at the confer- 
ence, which was held in the Astor 
Gallery. In accordance with the 
adopted plan of procedure, the 
chairman of each committee pre- 
sided during the discussion of mat- 
ters coming under the jurisdiction 
of his respective committee. 

Henry M. Campbell, chairman of 
board, Union Trust Co. of Detroit, 
Mich., chairman of the Committee 
on Federal Legislation, said that 
Congress had been so much occu- 
pied with other matters that none 
of the bills in which the committee 
was interested had been enacted into 
law, but it is expected that some of 
these measures will again be intro- 
duced. The bills referred to by the 
chairman were House Bill 11918, 
to authorize state banks and trust 
companies to act as depositories of 
public moneys and as fiscal agents 
of the government; House Bill 
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13259, to provide for the final de- 
termination of the value of estates 
as a basis of determining the in- 


heritance taxes, so as to relieve 
trustees of the dangers of having 
their accounts reviewed after the 
property has been distributed; 
House Bill 14198, to provide meth- 
ods for the determination of the 
value of gifts and property placed in 
trust and containing some conflict- 
ing and indefinite provision ; House 
Bill 15303, providing that no Fed- 
eral reserve bank shall discount for 
any state bank or trust company 
notes, drafts or bills of exchange 
borrowed of such bank or trust 
company in an amount greater than 
could be borrowed lawfully from 
such state bank or trust company, 
with a national banking institution ; 
House Bill 15492, 14721, providing 
for the segregation of the business 
of savings departments of the na- 
tional banks. 


Mr. CAmMpsBELL: There have been a 
good many painful experiences under the 
present law. Inheritanée taxes are 
based upon the appraised value of the 
estate. After that appraisement has been 
made with the sanction and approval of 
the Revenue Department it has oc- 
curred a numbtr of times that a year 
or so after some six by nine clerks come 
along and decide that the appraised 
value is not right, and call for an addi- 
tional return. The appraisement is re- 
viewed, the value increased and an 
additional assessment is imposed upon 
the estate—although in some instances 
the estate has actually been distributed— 
and the trustee or executor has been 
held responsible for the taxes. It is a 
most outrageous procedure and one 
which should be corrected. The purpose 
of this bill is to provide a means by 
which, on a proper hearing and notifica- 
tion to the Revenue Department, that 
valuation shall be fixed, with an appeal 
to the court if necessary in case either 
side is dissatisfied; and when a conclu- 
sion is reached it will be final. There 
was one instance where a trust company 
in perfectly good faith went through 
with the administration of an estate, the 
appraisal was had with the full approval 
of the Revenue Department and the es- 
tate was closed and the property distri- 
buted. Two years afterward the appraisal 
was reviewed and an additional tax was 
imposed of $30,000, which primarily fell 
upon the trust company to take care of. 
The trust company is now trying to get 
some of it back from the distributees, 
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Owing to the congestion of legislative 
matters in Congress, the bill to provide 
for the final determination of the value 
of estates did not get beyond the com- 
mittee to which it was referred; but we 
hope that it will be put through during 
the coming Congress. 

House Bil] 14198, to provide methods 
for the determination of the value of 
gifts and property placed in trust, con- 
tained some conflicting and indefinite 
provisions. There are parts of the bill 
which are desirable, and other parts 
which are unsatisfactory. I do not think 
the Legislative Committee will undertake 
to introduce the bill. 

[Referring to House Bill 15303.] At 
present the state banks have the advan- 
tage of being able to borrow to a greater 
extent. You are aware, of course, that 
in the state banks the limit of borrowing 
is larger than that of the national banks, 
and this is a movement to put them on 
a parity. This is commercial in its 
nature rather than fiduciary. 

Under the amendments which now 
exist [in discussing the bill for the 
segregation of the business of savings 
departments] they say that a national 
bank can do a commercial or savings 
business or trust business—or all of 
them. Now, the provisions are pretty 
complete for doing a trust business, but 
there are very few regulations in regard 
to carrying on a savings bank business. 
It is a desirable thing that all of these 
powers should be exercised under proper 
supervision and safeguarded. It has 
been the aim of the Legislative Commit- 
tee to see that trust company powers, 
whether exercised by state or national 
banks, should be exercised under proper 
supervision and safeguards, in order that 
a corporate ‘administration of trusts will 
nct fall into disrepute. 

Mr. Bascockx: I would like to call at- 
tention to one of the bills to which you 
referred, which attempts to fix the value 
of property gifts under voluntary trusts 
for taxation purposes, at the cost thereof 
to the donor and not the value at the 
time of delivery to the trust. 

If the trustee, for instance, can’t deter- 
mine, and he can’t determine in many 
cases, the value—the donor may be dead, 
and he cannot determine what the cost 
was to the donor—that law puts a penalty 
on the trustee by making the whole 
amount received on a sale taxable with- 
out reference to its value when received 
by the trust. I understand that bill is 
now in committee and it may be brought 
up again. It seems to me that it not 
only tends to restrict the making of vol- 
untary trusts, but it also, in its adminis- 
trative features, puts a great responsi- 
bility on a trustee which he should not 
have. 

Mr. Trott, of the Rhode Island Hos- 
pital Trust Co.: Sometime ago I wrote 
to a-number of trust companies asking 
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their opinion on this, and the replies 
were uniform in saying that the present 
situation is intolerable and that some 
remedial legislation ought to be brought 
about. The present bill seems to point 
in the right direction as far as the state 
tax laws are concerned. The fiduciary 
is also in an uncertain position under 
the Income Tax Law. The present In- 
come Tax Law has what is intended to 
be a statute of limitations, naming a 
five-year period. From the standpoint 
of the fiduciary, a five-year period might 
well be fifteen, because the ordinary es- 
tate is not kept open for five years. The 
Treasury Department seems to take the 
position that the fiduciary is responsible 
for additional taxes assessed against the 
decedent for years prior Yo his death. 
That puts the fiduciary in a precarious 
position. The fiduciary is not justified 
in holding the estate open for five years 
in order to come within the statute of 
limitations as it already exists. What 
we have in mind is a statute of limita- 
tions which shall apply to fiduciaries 
only, making it necessary for the Rev- 
enue Department to bring any additional 
taxes on account of the decedent’s in- 
come tax within a period of two years 
after his death. Two years conforms to 
the average statutory requirements of 
the states. It seems to me that our 
hope, instead of amending the present 
tax law, is to count the features which 
protect the trust companies and incor- 
porate them in a new law. 

On the inheritance tax law, everybody 
is in accord with the idea that the 
fiduciary does need additional protection. 
The bill which Mr. Durant, I understand, 
assisted in framing seems to afford that 
protection. It seems to be the practice 
of trust companies throughout the coun- 
try to withhold an amount sufficient to 
meet possible additional Federal taxes, 
when it comes for an estate to be dis- 
tributed. This, of course, works tre- 
mendous hardship on the beneficiaries. 

Mr. Hann: The Income Tax Depart- 
ment has been asking companies and 
individuals to sign a blank form giving 
an unlimited extension wherein the rev- 
enue agents, who have been unable up 
to the present time to examine reports, 
can do so. When the revenue agent, 
instead of finding that the corporation 
or individual owes the government, the 
government in turn may owe the indi- 
vidual, and the individual may be stopped 
by the statute of limitations from a claim 
against the government. We have been 
advising our clients to put a limitation 
in as to the time for which they should 
sign the extension agreement. 


Cooperation With the Bar 


W. S. Miller, vice-president of 
the Northern Trust Co. of Chicago, 
chairman of the Committee on Co- 
operation with the Bar, opened the 
session devoted to his committee. 


Mr. MILter: 


It is very hard to lay 
down a hard and fast rule as to what 


constitutes the “practice of law’ and 
what acts the lawyers object to so that 
you can lay down a rule for trust com- 
panies to follow all over the country. 
You will find in some parts of the coun- 
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try that the lawyers object to certain 
acts, and opposition takes one form in 
one part of the country and another form 
in some other part. I guess in most of 
the country at the present time there 
really is not any great active opposition. 
In my own state of Illinois the relations, 
I think, as far as I can see, are very 
pleasant and harmonious. In our own 
organization particularly we are just as 
careful as we possibly can be in reference 
to the advertising which is put out. The 
advertising is gone over from the stand- 
point of the lawyer. It is surprising how 
frequently you will find things in an 
advertisement that can be changed so 
that some objectionable feature may be 
removed. 


Wm. G. Littleton, vice-president 
Fidelity Trust Company, Philadel- 
phia, and John W. Chalfant, trust 
officer Colonial Trust Company, 
Pittsburgh, Pa., explained to the 
conference certain changes proposed 
to be made in the laws of Pennsyl- 
vania in respect to this matter. 


Mr. Scutty: The trust officer of one 
of the New York banks has cited to me 
an instance of how splendidly the co- 
operation with the bar has worked here. 
He said that the act had resulted in a 
case where the client or the depositor 
of one of the trust companies came in to 
the vice-president and requested him to 
assist him in the creation of a deed of 
trust. This gentleman replied that they 
were not permitted to prepare it for him 
and that he would have to retain his 
own counsel. The client said that he 
had no counsel to whom he went regu- 
larly and asked the vice-president to 
recommend somebody. He did _ so. 
Then the client thought it more suitable 
for the attorney to come to the office of 
the trust company and for the three 
gentlemen to settle between them the 
terms of the deed of trust. 

The attorney came to the office of the 
trust company, the terms of the deed 
settled on, prepared in the attorney’s 
office and afterward put into effect, with 
the delightful result that the trust com- 
pany was fined for practicing law. 

Gentlemen, that is an intolerable situ- 
ation. It seems to me that we must 
realize and must assert our right in that 
the public requires that members of the 
bar should recognize that there has been 
a change in economic conditions so far 
as the practice of law is concerned. One 
hundred years ago it was undoubtedly 
considered the inalienable right of mem- 
bers of the bar to pass on all titles to 
real estate, but it certainly cannot be 
said today that the business now trans- 
acted by title companies has drifted 
away from members of the bar to the 
detriment of the public interest. I do 
not know of an instance in which it has 
been said that officers of trust companies 
should not be permitted to draw wills or 
trust deeds because the instruments 
drawn by them were ineffective or more 
inaccurately drawn than those prepared 
by other members of the bar. t submit 
to you that an officer of a trust company 
who is a ‘member of the bar and who 
deals day in and day out with fiduciary 
questions is far better, qualified to pre- 
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pare a suitable instrument than a mem- 
ber of the bar in general practice, whose 
business concerns deeds one day and 
contracts the next and whose work with 
estates is apt to be spasmodic and inter- 
mittent. 

H. L. STanpeven, vice-president Ex- 
change Trust Co., Tulsa, Okla.: Why 
cannot the trust companies of the coun- 
try have their counsel and their officers 
make it a special point to become mem- 
bers of these local bar associations, and 
the county bar associations, and the state 
bar associations, and counteract this 
sentiment that is going on among the 
Bar against trust companies. 

Mr. Hann, the Fidelity Trust Com- 
pany of Baltimore: Our trust officers 
are not only members of the local bar 
association, but the state association as 
well, and they never neglect an oppor- 
tunity to be present at the meetings of 
those associations. A great deal of our 
trust business is directed through our lo- 
cal bar. We need the assistance of our 
lawyers, and we find their friendship 
will far outrate any antagonism we 
might have from certain members. 

Ralph Stone, president of the Detroit 
Trust Company, Detroit, expressed an 
opinion that the attack upon trust com- 
panies did not come from the better 
members of the bar. 

Mr. Stone: Now there are these laws 
of the general character of the one in 
New York in force in about nine states. 
That was reported at our meeting last 
year, and at the meeting the year before, 
and I think there have been no increases 
since then. You will find that there will 
be proposed, no matter what the attitude 
is between trust companies and members 
of the bar, legislation by extremists. 
That is the situation, as far as the 
present is concerned, between the legal 
profession and the trust profession. 
These spasmodic cases must be met. 

You have heard of the brief that has 
been prepared at the institution of an 
association of lawyers which met in St. 
Louis, I believe. It was a general meet- 
ing of local bar associations throughout 
the country. That brief is an impos- 
sible thing. It really answers itself, be- 
cause if it should prevail as law in any 
state there is not a corporation or a 
bank or a trust company, or any other 
kind of corporation, that could transact 
a very large part of its business without 
violating it. It is not really a serious 
matter, but must be answered to some 
extent. Our committee has under con- 
sideration the preparation of a statement 
from the standpoint of the trust com- 
panies as a partial aid in meeting these 
situations. 

The effort of lawyers in California is 
more likely to redound to the credit and 
success of trust companies than other- 
wise. Under their plan of a referendum 
a complete statement of both sides.of the 
case with respect to the bill proposed is 
printed by the state of California and 
distributed to every voter in the state. 
That affords the very best method of 
publicity, and is really the finest con- 
ception of trust company advertising 
that you could possibly think of ; and as 
a result of that we have every expecta- 
tion that the law which is proposed will 
be defeated. 

So I say that really, as a matter of 
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fact, both views presented here are right, 
and both are the views of the members 
of your committee. Our general policy, 
particularly in states where nothing dras- 
tic is proposed, should be one of coop- 
eration with the members of the bar. 
That is not only right, but good busi- 
ness; but wherever anything drastic is 
proposed it should be fought with every 
resource at your command. 

Edward J. Fox, president and trust 
officer of the Easton Trust Company of 
Easton, Pa., and a member of the Ex- 
ecutive Committee of the Pennsylvania 
Bankers, Association, then commented at 
some length upon the provision of the 
new Pennsylvania banking code, particu- 
larly in respect to the “practice of law.” 

Mr. Louden of Wheeling, W. Va., 
said that a representative of his institu- 
tion had made a personal call on all of 
the attorneys in their locality and ex- 
plained just what the company expected 
to do. The results have been very sat- 
isfactory. 

E. H. Letchworth, vice-president and 
general counsel, Marine Trust Company, 
Buffalo, N. Y., thought that the root of 
the er was lack of understanding 
on both sides. For two or three years 
practically all of the trust companies 
have been conducting a general campaign 
among the attorneys, letting them know 
the advantages of trust company service. 
In its advertisement his bank says, “Have 
your attorney draw your will.” His 
company gets considerable of its trust 
business through the lawyers. 

Mr. Orrin R. Judd, trust officer of the 
Columbia Trust Company of New York 
City, said that the New York City trust 
companies will soon publish a report 
urging cooperation with the lawyers and 
the encouragement of the policy of re- 
taining this counsel. 

R. T. Sawyer of the Cleveland Trust 
Company, said that three or four years 
ago the situation in Cleveland was very 
bad, due to wrong trust company adver- 
tising. He believed in cooperation, but 
also in informing both the public and 
the lawyer. 


After the discussion of “Public- 
ity and New Business,” which 
appears elsewhere, the session ad- 
journed for luncheon in the Myrtle 
Room. 

W. W. Orr of the National As- 
sociation of Credit Men appeared 
before the conference and explained 
the plan of operation and the pur- 
poses of the Foreign Trade Financ- 
ing Corporation. 


Trust Company Charges 


H. F. Wilson, Jr., vice-president 
Bankers Trust Company, of New 
York City, led the discussion upon 
the subject of Trust Company 
charges. The resolution and sched- 
ule of the Trust Company Division 
of the American Bankers Associa- 
tion, fixing charges, having been 
distributed in printed form. 


In reply to a question from John 
Greiner, Jr., of the Lackawanna Trust 
Company, Scranton, Pa. Mr. Wilson 
said that whenever it is possible to ob- 
tain fees for the safe keeping of securi- 
ties, it ought to be done. First, from 
the viewpoint of profit, and second to 
let the customer know that the company 
is performing a real service; the prin- 
ciple of adequate compensation should 
be maintained. 

Mr. Wilson, in reply to a question, 
said that the trust company itself usually 
does not charge anything, where securi- 
ties are purchased for customers. _ 

Regarding the fees for the holding of 
Liberty bonds, Mr. Wilson said that the 
committee had not given that any special 
consideration. It seemed to him that 
the care of Liberty bonds was another 
heritage of the war. Now the war has 
been won, trust companies should take 
up these accounts exactly as they would 
take up any accounts of a safe-keeping 
nature and try to get them on a profit- 
able basis. 

Wm. S. Miller, vice-president of the 
Northern Trust Company, Chicago, III, 
said that his company had established a 
safe-keeping department in connection 
with its savings department for small 
deposits up to $10,000 for any sort of 
securities. The service is not as great 
as that extended by the trust department. 
They merely clip the coupons and de- 
posit them, and they feel that it is good 
business to make a small charge. 


Transfer and Registrar Dept. 


Mr. H. Walter Shaw, of the New 
York Trust Company, led the dis- 
cussion upon the transfer and regis- 
trar department. So much stock is 
transferred in New York that an 
association, called the New York 
Transfer Stock Association, consist- 
ing of about thirty companies, has 
been formed and the requirements 
of transfers standardized. These 
requirements will be printed and dis- 
tributed, though they are purely 
local. No effort has been made to 
regulate fees. He directed atten- 
tion to the fact, though, that every- 
body should understand that there 
is a tax. 

Chairman House said he had recently 
found they had been doing stock trans- 
fer business at a loss, and the fees in 
Cleveland recently have been raised, in 
consequence. A general discussion of 
the technicalities of stock transfer fees 
followed. 


The Community Trust 


Frank J. Parsons, director of the 
New York Community Trust, and 
vice-president United States Mort- 
gage and Trust Company, New 
York, informally discussed this 
subject. 


I feel that in New 


Mr. Parsons: n Ne 
York we have made a real contribution 
to the consideration of this important 


subject, in the working out of an ar- 
rangement which we term “multiple 
trusteeships.” This is simply an arrange- 
ment whereby a donor may select any 
bank or trust company having trust 
powers, providing only that they adopt 
the common resolution and are voted 
upon favorably by the existing group. I 
think that is a very real step in advance. 
It does away with any possible business 
friction or rivalry, and it secures the 
cooperation and good-will and self-in- 
terest, if you please, of a very large and 
influential clientele. 

In New York we have done another 
thing, and that is to perhaps check a 
rather thoughtless tendency which it 
seemed to me was being displayed in dif- 
ferent cities, to narrowness and haste. 
The success of Judge Goff in Cleveland 
in securing such large gifts naturally at- 
tracted a great deal of attention. The 
possibilities for fees and remuneration of 
svarious kinds led to a rather hasty adop- 
tion of the community trust idea, without 
proper and adequate thought as to the 
deep responsibilities involved, and in so 
far as my influence has been able to go 
as chairman of the committee of the 
Trust Company Division, I have at- 
tempted to check that method of pro- 
cedure. I have emphasized the signifi- 
cance of the movement, the social im- 
portance of it, the fact that while we 
as trust company men must think, of 
course, in terms of ultimate profit 
to our institutions, that that must 
be subordinated and that the big thought 
must be the value to the community and 
to the charities, leaving to the future the 
question of returns, because they are cer- 
tain to follow if the movement grows. 

Now we are carrying out another 
program here in New York which, as 
far as I know, is unique. We are at- 
tempting to educate the public to the 
possibilities under the Community Trust 
Plan, not in any flamboyant way, not by 
making any wild promises of a millenni- 
um obtainable under the Community 
Trust Plan, but simply by giving emphasis 
to the very real advantages of giving 
money to charity in this way. We are 
running at the present time a series of 
advertisements in the daily papers stat- 
ing in a quiet way just what can be ac- 
complished, inviting conference and stat- 
ing our willingness to answer questions 
and so forth to the best of our ability. 

In Cleveland, of course, they are secur- 
ing publicity in a very different way. I 
consider the surveys and studies that 
they are making, drawing the public and 
public officials into conference, as very 
high class advertising, aside from fur- 
nishing a very valuable basis for the con- 
sideration of their future Committee of 
Distribution. 

In our advertising we have already 
given an impetus to the consideration on 
the part of donors of the advantage of 
a corporate trusteeship rather than an 
individual. I think that we have already 
shown them the advantage of making a 
charitable gift to a trustee rather than 
direct to the charity. I believe those 
tendencies will grow, and of course that 
is in line with our functions as trust 


| 
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company and bank people. We have 
pointed out also, by example and illus- 
tration, the very real question of obsol- 
escence, the fact that social needs are 
constantly changing and that to make a 
gift with fixed purposes is very apt to 
defeat itself. 

We also stress the value of a com- 
mon fund. It does not take a great deal 


of imagination to realize that as time. 


goes on, and if money is given in large 
quantities in an orderly, quiet way, 
under wills, and living trusts, that we 
will have a fund of money available for 
community purposes, emergency pur- 
poses, which will tend to minimize and 
to a certain extent do away with the 
necessity for these feverish drives and 
tag days and all these wasteful, unscien- 
tific methods we succumb to today be- 
cause we know of no better way. 
Incidentally, we are educating the pub- 
lic as to the foolishness, the unwisdom 
of making eccentric bequests, of trying 
to lay down with too much particularity 
what must be done with the money. 


Grant a little measure of confidence toe 


the future generations through the care- 


Lift the Dead Hand of Taxation 
(Continued from page 604) 

the interests of the country and its 

life were at stake would rail against 

sending our big and large and fine 

soldiers to the front because it 

would make a little runt jealous. 

Dangerous as is the demagogue 
in our domestic affairs, he is no less 
dangerous in our international re- 
lations. It was not the fault of the 
great English people that the Crea- 
tor placed the island of Ireland as a 
military buckler before their very 
heart, and it was not the fault of 
the great Irish people that they 
were born on that island. This 
problem of their relation was im- 
posed by the Creator Himself upon 
these people, where in the heart of 
one is the desire to achieve inde- 
pendence and in the heart of the 
other the desire to preserve it, must 
be settled by them, and by them 
alone. 

May God make the great English 
people just and considerate; may 
God make the great Irish people 
just and reasonable; but may God 
damn the American demagogue, of 
whatever nationality he may be, 
who, for political purposes, seeks to 
set up strife between the two great 


fully chosen committee for distribution. 
In the general discussion which fol- 
lowed, Mr. Parsons said with regard to 
administration charges that the Com- 
munity Trust is like a small trust made 
in the ordinary course, naming an indi- 
vidual trustee. It is a continuing trust 
and under the plan whereby one-half of 
the fee for the principal sum is taken in 
advance and the balance when the trust 
is wound up, the trust company to that 
extent is acting in a semi-charitable, 
public capacity, but otherwise the same 
general schedule of fees would obtain. 
. H. Gardner, vice-president Rhode 
Island Hospital Trust Co. of Providence. 
asked to what extent it was wise to en- 
courage going into the general pool. Mr. 
Parsons replied that a hard and fast rule 
could not be laid down. One must real- 
ize that if they make a gift to a Com- 
munity Trust they must surrender that 
right in the last analysis as to where the 
fund shall go. Mr. Parsons could see no 
objection to leaving the matter to the in- 
dividual judgment, where a person wants 
to see that a particular charity is cared 
for. He suggested, however, pointing 


English-speaking nations, in whose 
joint hands rests the ark of the cov- 


enant of human freedom and the 
cause of civilization for the ages to 
come. That is not profanity; that 
is a prayer. 

Edmund D. Hulbert, president of 
the Merchants Loan & Trust Com- 
pany of Chicago and president of 
the Trust Company Division, in his 
opening remarks as toastmaster of 
the banquet, expressed the hope 
that something might be done so the 
non-commercial trust companies 
who joined the Federal reserve sys- 
tem when the call of. patriotism 
came might be induced to remain in 
the system. 

“You remember,” said Mr. Hul- 
bert, “that when the Aldrich cur- 
rency plan was formulated it 
contained a provision that in times 
of emergency, to be determined by 
the Federal Reserve Board, Federal 
reserve, banks should be permitted 
to loan money to member banks on 
their own obligation, secured by 
such collateral as the Federal re- 
serve banks were willing to accept. 
For some unknown reason that 
clause was not incorporated in the 
present Federal Reserve Act, but I 
noticed with much satisfaction that 
the Comptroller of the Currency a 
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out that the underlying power is in the 
committee, if that need changes or ceases 
to exist. 

In reply to a question as to charges, 
Mr. Letchworth saii, under the New 
York system, the charge is on the basis 
of a statutory rate. One-half of the 
commission comes at the time that the 
trust is created and taken over by the 
trustee. The amount is 1 per cent. on 
the first one thousand and 2% on the 
next ten and 1 per cent. on the balance. 
The second half of the charge on the 
principal is never realized because it is a 
perpetual trust. Thereafter on .the an- 
nual income each. year, we receive the 
statutory commission. 

R. T. Sawyer, of the Cleveland Trust 
Company, said that the Community can 
well afford to wait, because it is bound to 
come, and “I cannot refrain from saying 
to those of you who have adopted the 
Community Trust, that if you will con- 
tinue to manifest your interest in them, 
you eventually will be rewarded with 
good business, at a rate which will com- 
pensate you and you will also render 
service to your community.” 


few days ago, in making his final 
report, recommended that the Fed- 
eral Reserve Act be amended to in- 
clude this provision. Now I think, 
in justice to Mr. John Skelton Wil- 
liams, it should be said that this 
recommendation was probably not 
actuated by any overpowering par- 
tiality to trust companies and state 
banks—it was probably and un- 
doubtedly actuated purely in the in- 
terests of public welfare ; and I hope 
we will all, collectively and individ- 
ually, do all we can to see that this 
legislation is passed and that this 
amendment is incorporated in the 
Federal Reserve Act.” 

A delightful feature of the ban- 
quet was Judge Moore’s address on 
“Dollars and Sense,’’ which bristled 
with epigrams. It was the subject 
of many favorable comments as a 
masterpiece in after-dinner oratory. 


Public Relations Commission 


Chairman Francis H. Sisson of 
the Public Relations Commission of 
the American Bankers Association 
has notified the members of the 
commission that there will be a con- 
ference of their group some time 
during the Pinehurst meeting of the 
Executive Council, May 2-7. 
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Suffocating in Our Surplus 


NTIL the. latter part of the 
| | nineteenth century commerce 

was so much governed by a 
merchant marine that the well- 
known slogan of Commerce Fol- 
lows the Flag held undisputed 
sway. 

About 1860 a new era opened, 
which ultimately was to be a bigger 
factor than Commerce Follows the 
Flag. This era, really started by 
the British, should be called Com- 
merce Follows Investment, and has 
taken such a stronghold today that 
it is now necessary to give it serious 
consideration. 

England in 1860 found herself 
exporting more in value than she 
was importing. It therefore be- 
came necessary for her to invest her 
credit balance abroad in order that 
she might continue to take advan- 
tage of her export trade. This was 
deemed most necessary for the de- 
velopment of the country and for 
the position which it was considered 
England should take in the world’s 
commerce. At first these invest- 
ments went toward the adjustment 
of the trade balance and counter- 
acted the excess of exports over im- 
ports of commodities. 

Later the interest and dividend 
items on these huge investments 
abroad increased to such an extent 
that England’s credit balance grew 
to a greater total annually. This 
had many effects, the principal one 
of which, economically, was to make 
England the gold and banking cen- 
ter of the world. England has con- 
tinued to invest these surplus credits 
abroad, thus controlling through 
ownership an ever-increasing num- 
ber of foreign companies. 

These were the factors that gave 
England and later France and Ger- 
many a certain commanding hold 
on foreign markets, forcing their 
goods on the outside world through 
the medium of loans and ‘invest- 
ments. Another factor of vital im- 
portance to England, France and 
Germany was the purchase of goods 
from them by those various compa- 
nies in foreign countries in which 
they respectively had a substantial 
ownership. This was a_ natural 
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Vice-President American Trading Company 


monopoly which could not be 
broken and meant that a foreign- 
owned company would buy its 
materials from the country of own- 
ership. 

During this era a country’s mer- 
chant marine and its foreign bank- 
ing facilities maintained a strong 
position in creating, sustaining, 
handling and transporting its for- 
eign trade, and together with in- 
vestments had a marked influence 
in its development. 

After our merchant marine, 
which did so much towards the de- 
velopment of the United States in 
the first half of the nineteenth cen- 
tury, faded from the water and took 
its place in museums and homes by 
ornamental display of models and 
pictures, we naturally had to depend 
upon the surplus tonnage of Eng- 


To Capture the Market 


“The entire American capi- 
tal in South America does not 
exceed by much the annual in- 
terest on European capital in- 
vested there. With European 


capital of seven and one-half 
billion dollars as a back. log, 


Europe has a potential buyer in 
those markets that all the saies- 
manship in the world cannot 
dislodge. We should match 
this investment, peso for peso, 
and we should give extended 
credit to the merchants of these 
countries, for it will help them 
and it will help us even more.” 


land, France, Germany and other 
countries to take away our exports 
and bring to us our imports, with 
all the accompanying inconve- 
niences and partiality, such as dis- 
criminating rates, uncertainty of 
tonnage, annual drain from country 
of freight costs and marine insur- 
ance premiums and last, but not 
least, the giving up of trade secrets. 

Had it not been because of dire 
necessity, due to the results of the 
World War, we no doubt would 
have floundered along in the same 
happy but ignorant frame of mind 
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in which we have been becalmed 
for the past fifty years. 

Circumstances changed over- 
night and we find that we now have 
a merchant marine, foreign banking 
facilities and a credit position that 
no economist or financier ever 
dreamed was possible. 

In the accompanying charts we 
see what strides have been made in 
a small space of time to make our 
merchant marine one of the great- 
est on the seas. We are now carry- 
ing one-half of our water-borne 
export tonnage. In the accompany- 
ing map, showing export and im- 
port figures, we find that the 
growth in business which we have 
been doing with the outside world 
is not only greater in volume, but 
also greater in percentage. 

We must not fool ourselves with 
these strides; they are not natural 
and gradual growths, but mush- 
room happenings brought about by 
exigency and necessity. We have 
profited by Commerce Follows the 
Flag and Commerce Follows Ne- 
cessity, but we have failed to take 
advantage and build for the future 
through that which counts the most, 
Commerce Follows Investment. 
We should have poured and we 
should be pouring our profits and 
our surplus into foreign invest- 
ments in order that we might have 
secured and might be securing a 
permanently assured market for our 


surplus exports. 


Look at the chart on investments 
in South America and see how 
great is our disadvantage. Take a 
normal year like 1913 and see what 
our exports to those countries ‘were 
in comparison to their total imports. 
Brazil is a striking example of how 
we were the main purchasers of her 
exports, and yet from the proceeds 
she toek 50 per cent. of this, our 
money, to Europe to buy her im- 
ports. Argentina bought only 12 
per cent. of her imports from us. 
Yet these countries are physically 
much like the United States and 
need similar kinds of machinery and 
other commodities that we, as a 
nation, have especially developed. 

(Continued on page 624) 
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Total Number of Clearings and Tonnage of American Vessels from 


(Continued on following page) 


Massachusetts | Rhode Island | Connecticut 


Trinided and Tobago. . 
Cuba 


British South Africa. 
British East Africa. . 


jadagascar 


311 | 491,708 235 | 1,697) 4,331,050 396 1,097,017 | 852,547 


Sot 
Ves-| Tons |Ves-| Tons |Ves-| Tons |Ves-| Tons |Ves-| Tons Tons |Ves-| Tons jVes-| Tons Tons Ves 
sels sels sels sels sels sels sels sels sels sel 
27,115 7 414,901 | 63 177,321 | 41 | 108,649 | 63 219,865 | 1 2,256 4 
191,619 | 17 57,841 | 50 | 144,552 | 53 180,078 f....!....... 
219,150 82 220,305 | 67 | 185,762 | 15 46,896 | 2 4,185 
United Kingdom..................] 3 4,296 | 30 89,683 1 | fee ea 502,431 | 66 235,585 | 39 | 119,005 | 21 86,166 | 1 3,578 2 
Nova Scotia...................... | 193,168 | 213,174 1 235 | 69 26,297 | 2 
4 4,982] 1 198 | 1 265} 4 
193 300,024 | 1 3,379 43 
6 7,705 | 1 1,103 . 
French West Indies...............] 1 8 10,928 | 3 1,975 | 1 484] 9 9,792} 1 714 
TOTALS................ | 238,430 675 | 1,450,154 | 7| 15,215 82 
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Atlantic and Gulf Coasts for Foreign Countries During the Year 1919 


(Continued from preceding page) 


South Carolina Georgia Sabine New Orleans 


Ves-| Tons |Ves-| Tons Ves- Tons 
sels | sels sels 
| Belgium 
Denmark 
Re eee 6 21,191 4,678 7,803 Germany 
2| 7,084) 1 3] 998) 6| 23927) ands 
5,848 | 35 | 128,613] 27| 59,738 | 20| 47,980 | 22 1,621,405 Jnited Kingdom 
0,804 Bermuda 
jonduras 
Panama 
529 Salvador 
Mexico 
4 51,109 | 23 23,681 1,176 238,080 | 24) 34,675] 5| 2,415 [2130 | 2,470,772].......... = 
2680714] 1| 300] 3] French West Indies 
465 aiti 


52 | 


72,505 | 99 | 255,870 | 1,309| 1,191,627 1277 | 333,468 1207 | 347,739 1634 | 1,294,224 386,347 [322 | 131,004 


Galveston Porta Rico TOTALS ; 
1 491 1 714] 3 1,670} 3 4,392 | 2 35,880 }.................... French Africa 
7,190| 12,491,301 |................ TOTALS 
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Total Number of Clearings and Tonnage of Foreign Vessels from 
(Continued on following page) 


Massachusetts | Rhode Island | Connecticut New York i North Carolina 
COUNTRIES 


Ves-| Tons [Ves-| Tons | Ves-| Tons 


318,118 
197,548 


Britich Honduras. 
Nova Scotia 


Cuba 
Dominican Republic...............].... 
Dutch West Indies....... . 


French West Indies. . 
Haiti 


British Guiana 
Falkland Islands.................. 
Dutch Guiana...... 

French Guiana 


Belgian Kongo. . 
British West Africa. . 


1,532,590 |547 | 1,357,632 | 1,390,940 | 


Ves-| Tons |Ves-| Tons Ves- Tons Ves- Tons Ves- Tons Ves-| Tons 
sels sels sels sels sels sels sels sels sels 
France | 1,073/553 | 72 | 186,844 61 158,288 | 35 81,457 | | 2,758 
73 | 198,349) 2] 62] 187,853} 55] 144,009 37] 100,404 J... 
Greece... ao 138;101 14,290 | “3 5,081 | 5 10,198 
2] 195 | 468,380 118,683 | 83 33 82,153 |... 
Norway... 2] 376,035 30,150 | 30 52,541 | 37 61,938]... 
me 75 | 296,617 | 373 | 2,201,305 556,195] 97] 326,273] 52] 196,877]....|... 
Trinidad and Tobago... go) 2 1638 
Other British West ik | oF 666 |... 
128,219 16,240 | i8 17,417 | 50 56,314 |. 
7 8,009 | 2 9 446 |... 
| 167,584] 4 6,867 | 22 42,466 | 60) 123,356 
Brazil... _....... 120 | 328,074] 8 13,376 | 13 18,4271 66 | 128,854 |... 
Portuguese Africa... 1 2 124] | 5,080 | 7 19,147}. 
TOTALS................}300 | 545,523 1312 | 638,742] 9 | 22,803 |....|........]2,333| 7,484,851 |586 | 16,782 


dlina 


ns 
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Atlantic and Gulf Coasts for Foreign Countries During the Year 1919 


(Continued from preceding page) 


South Carolina’ TOTALS 
COUNTRIES 
Ves-| Tons Ves- Tons 
sels sels 


10922] 1] 2957] 2] 2809] 15| 42465] 43957] 978741 Netherlands 


220 563,156 


6 10,434 | 41 | 129,931] 11 | 31,456] 34 | 97,693 | 95 | 317,766 [162 | 604,290 | 84 | 363,073 | 2) 2,604 11,322) 5,697,208 


21 | 38,753 {119 | 250,746 136 | 177,622 }203 | 593,246 |765 | 1,538,978 |204 | 567,435 |121 | 140,589 |6,656| 16,452,658 


7 
; 
1 1,183 | 28 35,427 2,286 1 2,659 | 12 21,757 | 6 
64 5| 11,217] 13,985 4,562 6,741} 39,023 | 68 191,540 | 35 | 88,191] 6 | 11,040] 645 | France 
7,908 2,244 041 S 15,372] 6| 14,474].... 258 
305 
2 5,262 | 22 | 22,404 55,889 | 16 | 31,954] 16) 44,581 | 169 
6 8,305 12] 14,218 2,273 | 12 17,202] 6 | 141 
73 1 1,075 | 2 1,796 | 6 5,352 | 90 91,781 2 1,714 
| 12,080 | 20,641} 26) 15,920] 1 291 | 42 38,379 | 8 6,517 | 26 | 61,539 | 417 
183 


(Continued from page 615) 
The 1919 figures tell us nothing as 
to future trade and are only inter- 
esting as history, so that we must 
not be led astray by them. The en- 
tire American capital in South 
America does not exceed by much 
the annual interest on European 
capital invested there. With Euro- 
pean capital of seven and one-half 
billion dollars as a back log, Europe 
has a potential buyer in those 
markets that all the salesmanship 
in the world cannot dislodge. We 
should match this investment, peso 
for peso, and we should give ex- 
tended credit to the merchants of 
these countries, for it will help them 
and it will help us even more. It 
will give us a market for our sur- 
plus and we shall find that a good 
credit is better than a stagnant sur- 
plus. The same thing is true as to 
our investments in and credits to 
Europe, Asia and Africa. In this 


way we can entrench ourselves with 
a market for our export commodi- 
ties more effectually than in any 


other way. 
The transportation problems in 
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Central and South America are 
scarcely known in this country. 
Few people realize the transfers 
necessary and the various kinds of 
transportation used to convey an 
article from the United States to 
Bogota, Colombia, a city of 150,000 
inhabitants, 700 miles up the Mag- 
dalena River and more than a mile 
and a half up in the air. Few 
people realize that ocean steamers 
can ply the Amazon River and its 
tributaries into countries on the 
west coast. In other words, Ecua- 
dor and Peru on the west coast have 
navigation facilities from both the 
Atlantic and the Pacific Oceans. 
On the other hand, most of the 
commerce in Central and South 
America travels on mule back, 
llama back and wagons, on difficult 
paths or no paths at all, and the 
goods must be packed properly to 
stand the strain and to enable them 
to be conveniently carried by the 
vehicle or animal that is to do the 
transporting. 

The banker must study the situ- 
ation and teach his manufacturers 
and merchants concerning the eco- 
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nomics, the salesmanship and the 
transportation foreign com- 
merce. He must convince his cus- 
tomers, who are not themselves 
direct exporters of commodities, 
that it is to their own advantage to 
buy public and private securities of 
foreign countries, or bankers’ ac- 
ceptances based on foreign bills, or 
domestic securities that are de- 
signed to help foreign commerce. 
Thus has the European banker in 
the past been teaching his custom- 
ers how and what foreign securities 
they should buy for their own good 
and for the good of their country. 
We find ourselves today in the 
same position as was England in 
1860, and we must study all these 
facts, because we shall have a 
struggle to market our goods in the 
future. We must do it or suffocate 
in our surplus, and the banker must 
lead the way, or the advantages we 
have gained in shipping and bank- 
ing facilities and as a creditor na- 
tion will fade away as did our mer- 
chant marine in the last century. 


Mortuary Record of Association Members 


Albert, John Henry, president Capital 
National Bank, Salem, Ore. 

Bowen, George, vice-president First Na- 
tional Bank, Batavia, N. Y 

Burnett, Dr. Wm. J., president Long 
Island City Savings Bank, Long 
Island, N. Y. 

Campbell, John N., vice-president Conti- 
nental-Equitable Title & Trust Com- 
pany, Philadelphia, Pa. 

Clark, William H., president Quaker 
City National Bank, Philadelphia, Pa. 

Cooper, Nathan M., vice-president Bank 
of Higginsville, Higginsville, Mo. 

Davis, A. L., vice-president First Na- 
tional Bank, Burlington, N. C 

Dobrovsky, Frank C., vice-president Peo- 
ple’s Savings Bank, Cedar Rapids, 
Iowa. 

Dodds, Michael, vice-president First Na- 
tional Bank, Herminie, Pa. 

Dossett, Martin S., president State Bank 
of Madelia, Minn. 

Dusenbury, Edgar G., president First 
National Bank, Olean, N. Y. 

Feraud, Don Ramon Arias, 
Panama, R. P. 


banker, 


REPORTED FROM JANUARY 26, 1921, To FEBRUARY 25, 1921 


David, president Atlantic 
Bank, Atlantic City, 


Fitzsimmons, 
City National 


N. 

Gavitt, William S., president Gavitt Na- 
tional Bank, Lyons, N. Y. 

Grashorn, Henry G., president Junction 
State Bank, Junction, Wis. 

Grier, Isaac H,, president First National 
Bank, Danville, ra. 

Hadley, Darwin D., vice-president First 
State & Savings Bank, Holly, Mich. 
Herschman, Dr. Chas. E., president 
Guardian State Bank, Alliance, Nebr. 
Hinman, Edward C., president Central 
National Bank, Battle Creek, Mich. 
Hoffman, Charles Beekman, president 

First National Bank, Red Hook, N. Y. 
Johnson, A. O., president Commercial 
National Bank, Checotah, Okla. 
Johnson, O. A., president Scandinavian- 
American Bank, Spokane, Wash. 
Lanford, Walter G., president First Na- 
tional Bank, Ft. Myers, Fila. 
McAboy, W. P., cashier Twentieth 
Street Bank, Huntington, 
McCauley, W. F., president Savannah 
& Trust "Company, Savannah, 


Merrill, Frederick P., vice-president 
First National Bank, Hornell, N. Y. 

Mullen, John, president National Bank 
of Shamokin, Shamokin, Pa. 

Potter, Frederick J., president First Na- 
tional Bank, Bordentown, N. J 

Richie, John T., treasurer City Savings 
_ & Trust Company, St. Johnsbury, 

Shaw, O. W., president First National 
Bank, Austin, Minn. 

Vosseller, Gilbert S., president White 
Hall National Bank, White Hall, Ill. 
Walker, Russell S., president Dime Sav- 

ings Bank, Brooklyn, N. Y. 
Waltrous, J. F., president Farmers & 
Merchants Bank, Chelsea, Mich. 
Watkins, Jabez B., president Watkins 
National Bank, Lawrence, Kan. 
Wheatley, Crawford, president Commer- 
cial City Bank, Americus, Ga. 
Wiebke, Frederich, president Clinton 
Trust Company, Newark, N 
Williams, R. T., president First State 
Bank, Columbus, Miss. 
Wooster, Joseph T., president National 
Bank of Newport, Newport, N. Y 


Protest of Note Payable at Bank 
Before Close of Banking Hours 


Where A gives his note payable 
at bank and the note is presented at 
11 A. M. and refused because of in- 
sufficient funds, but before the close 
of banking hours the maker depos- 
its funds sufficient to pay the note 
which, however, is not again pre- 
sented, but is returned unpaid, 
opinion that the maker is not in de- 
fault and there is no due present- 
ment to justify notice of dishonor or 
protest; the deposit before close of 
banking hours is a good legal tender 
and the maker is not obliged to seek 
the holder. 


From New York—John Doe gives a 
note payable at this bank on February 
4, 19. This note was received by a 
local bank for collection and was pre- 
sented to us for payment on maturity 
at 1l a. m. At that particular time the 
maker had insufficient funds to his credit 
to pay the loan, consequently payment 
was refused. Later in the day the maker 
of the note deposited more than suffi- 
cient funds to pay this note. However, 
the collecting bank made no further 
presentation and returned the note un- 
paid. Was the note legally presented 
for payment? 

It was held in German American 
Bank v. Milliman, 65 N. Y. Supp. 
242, after a careful review of the 
authorities, that the maker of a note 
payable at bank is allowed until the 
close of banking hours to deposit 
at the bank the money necessary to 
cover the note and where such de- 
posit is made before the close of 
banking hours the maker is not in 
default. Although a demand ‘of 
payment is previously made and the 
note is protested for non-payment, 
the protest becomes of no avail on 
the deposit of the money and the 
maker cannot be compelled to pay 
the protest fees thus incurred. The 
court says: “This should be held 
to be the rule whether we regard 
the protest of the note earlier in the 
day wholly bad or conditionally 
good—good on condition that the 
maker did not, before the close of 
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banking hours fulfill his engagement 
by making his account good at the 
bank where the note was payable.” 

It appears from the review of the 
authorities, made in this case, the 
rule in the case of notes, other than 
those payable at bank, is that if pay- 
ment is refused during the last day 
the holder may immediately give 
notice of dishonor; yet if payment 
is subsequently made during the 
day the notice becomes of no avail. 
While the maker has the whole of 
the last day in which to pay, yet if 
he wishes to make payment subse- 
quently during the day, after de- 
mand, refusal and notice of default, 
he must seek the holder for that 
purpose. 

But custom has established an ex- 
ception in the case of notes payable 
at bank under which a note is not 
immediately protested, if the funds 
are not in the bank at the time of 
presentment, but the note is left 
with the bank or held during the 
day and demand made at the close 
of banking hours and the note then 
protested if the account remains in- 
sufficient. If, however, the maker 
makes a deposit before close of 
banking hours sufficient to meet the 
note he is not in default and is not 
obliged to seek the holder, but his 
money in bank is a sufficient tender. 

The facts in German American 
Bank v. Milliman were these: A 
note was payablé at the Central 
Bank, whose banking hours were 
from 10 to 4; it was held by the 
German American Bank, whose 
banking hours were from 10 to 3. 
On the day of maturity the note 
was presented to the payor bank 
shortly after 10 o’clock and refused 
because the account was not good. 
It was again presented at 3.30 pP. M. 
by a notary and protested and 
notice of dishonor mailed to the 
indorsers about 4 Pp. Mm. At five 
minutes before four the maker de- 
posited in the Central Bank suffi- 
cient to make his account good and 
so informed the cashier of the Ger- 
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man American Bank, which held 
the note. The latter demanded the 
protest fees in addition to the 
amount and interest and the maker 
refused to accede to this demand. 
Action was thereupon brought 
against the maker, who on the date 
the summons was returnable with- 
drew from the Central Bank the 
amount of the note and interest to 
the date of maturity, which he paid 
into court when he filed his answer 
pleading a tender. The judgment 
of the court upholds the validity of 
the tender. 

Applying the law of the above 
case to the case presented by you, 
although the note was presented for 
payment at 11 o’clock and payment 
was refused because of insufficient 
funds, the maker was not then in 
default and when later in the day, 
during banking hours, he deposited 
sufficient to pay the note, this was 
equivalent to a tender of payment 
on his part. He was not: obliged 
to thereafter seek the holder of the 
note and the collecting bank should 
have presented it for payment again 
at the close of banking hours. 

The rule does not appear to have 
been clearly settled whether, in the 
case of a note payable at bank the 
holder has the right to cause protest 
to be made immediately upon pre- 
sentment and refusal for lack of 
funds, subject to nullification of 
such protest if a sufficient deposit 
is afterwards made later in the day, 
or whether such protest before the 
close of banking hours is to be 
deemed premature and unjustifiable. 
It is clear that the maker is not in 
default until the close of banking 
hours and it would seem that until 
that time his note cannot be re- 
garded as dishonored so as to 
justify a protest which might un- 
necessarily damage his credit where 
he had made full provision to take 
care of his paper during the day. 
In the present case you simply state 
that the note was returned unpaid ; 
you do not state whether notice of 
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dishonor was given or protest was 
made based on the refusal to pay 
at 11 o’clock. Whatever may be the 
precise facts, it is my opinion that 
the maker was not in default and 
there was not a sufficient present- 
ment to justify notice of dishonor 
or protest. 


Banker’s Letter of Credit 


A letter of credit issued by a 
bank at the instance of a customer 
authorizing a third person to make 
drafts on it is, according to recent 
decisions, irrevocable—Where the 
letter is in form an advice that a 
third person has opened a credit in 
favor of the person addressed which 
is available against drafts of such 
person, such letter would be equally 
obligatory upon the issuing bank as 
if in the form of a direct authority 
to draw by the bank to the person 
addressed—But where letter of 
credit is conditional and not abso- 
lute, bank’s obligation depends upon 
performance of condition. 


From New York—A letter of credit 
issued by a New York bank reads: 
“Our correspondents at Paris have 
requested us by-cable to inform you 
that they open a confirmed credit in 
your favor * * .* available against 
your drafts on us at’ sight accom- 
panied by shipping documents,” etc. 
The question is as between the bank’s 
own confirmed letter of credit and an 
advice by a bank of the opening with it 
of a confirmed credit by a foreign cor- 
respondent Admitting the inviolability 
of irrevocable letters of credit, may a 
New York bank issue a letter of credit 
on the advice of its foreign correspond- 
ent in favor of an American exporter 
and cancel such letter of credit merely 
upon instructions from its foreign | cor- 
respondent, taking the view that it is its 
duty upon receiving such instructions 
from its correspondent to cancel such 
credit and leave the party in whose fa- 
vor the credit was opened to have his 
remedy against the bank’s correspond- 
ent in Paris? Or should the New York 
bank issuing such a letter of credit and 
advising the American exporter of such 
action be held as would the American 
bank issuing a letter on its own initia- 
tive? Recent decisions have held that 
a bank cannot refuse to accept under an 
irrevocable letter of credit provided the 
terms of the letter of credit are lived 
up to. The only variance from the 
usual procedure in this case is that the 
instructions to open such a letter were 
received from the bank’s correspondent, 
which in turn also authorized the can- 
celling of the credit. This is rather an 
important point and we would like your 
opinion. 


Recent decisions are to the effect 
that a bank issuing a letter of credit 


on behalf of a depositor to a third 
person who acts on it cannot justify 
its refusal to honor its obligation 
because of contract relations be- 
tween it and the depositor (Ameri- 
can Steel Co. v. Irving National 
Bank, 266 Fed. 41); that where a 
bank issues a letter of credit at the 
buyer’s instance, the letter of credit 
is irrevocable and the buyer cannot 
enjoin the bank from honoring or 
paying any drafts thereon, nor can 
it enjoin the seller from drawing 
or negotiating drafts upon such 
letter (Frey & Son v. E. R. Sher- 
burne & Co., 184 N. Y. Supp. 661). 
In the latter case the court said: 

‘Interests of innocent parties who 
may hold drafts upon the letter of 
credit should not be made to suffer 
by reason of rights that may exist 
between the parties to the contract 
of sale in reference to which the 
letter of credit was issued. It 
would be a calamity to the business 
world engaged in transactions of 
the kind mentioned in this com- 
plaint, if for every breach of a con- 
tract between buyer and seller a 
party may come into a court of 
equity and enjoin payment on drafts 
drawn upon a letter of credit issued 
by a bank.” 

Your question is whether a let- 
ter issued by a New York bank 
which reads “Our correspondents at 
Paris have requested us by cable 
to inform you that they open a con- 
firmed credit in your favor * * * 
available against your drafts on us 
at sight accompanied by shipping 
documents,” etc., would have. the 
same binding effect upon the New 
York bank as a letter of credit is- 
sued by the bank on its own initia- 
tive authorizing the person to whom 
the letter is addressed to draw on it 
up to a stated amount. I am of 
opinion that the New York bank 
would be equally bound. The 
New York bank in the present case 
is more than a mere agent for a 
known principal whose acts and 
contracts in behalf of the principal 
and in the absence of an agreement 
otherwise, involve no contractual 
liability on the part of the agent. 
The bank has superadded a con- 
tract or promise of its own to the 
effect that it holds a credit in favor 
of the person addressed, and its 
statement that such credit is avail- 
able against such person’s drafts is 
a promise to pay the drafts drawn 
against the credit upon which it is 
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personally liable. An agent may 
pledge his own credit in the trans- 
action or superadd it to that of the 
principal in such a way as to render 
himself personally liable. McCau- 
ley v. Ridgewood Trust Co., 79 Atl. 
(N. J.) 327; Jones v. Gould, 92 
N. E. (N. Y) 1071. 

Section 135 (N. Y. 223) of the 
Negotiable Instruments Act pro- 
vides that “an unconditional prom- 
ise in writing to accept a bill before 
it is drawn is deemed an actual ac- 
ceptance in favor of every person 
who, upon faith thereof, receives 
the bill for value.” Under the 
terms of the act the letter of the 
New York bank would bind it as 
acceptor of drafts drawn against 
the credit in favor of bona fide 
purchasers for value. 

There is somewhat of an analogy 
in this transaction to the binding 
nature of a certified check. The 
Paris bank might make a deposit 
with the New York bank and stop 
payment of its checks before their 
acceptance, but after the New York 
bank certifies or accepts a check it 
is too late for the depositor to stop 
payment. Clearly this is so, so far 
as a holder in due course of the 
check is concerned, although so far 
as concerns the original payee the 
decisions are somewhat conflicting 
whether the bank can interpose 
equities of the depositor against the 
payee. 

The case of Gelpcke v. Quentell, 
74 .N. Y. 599, affords an illustration 
of a letter somewhat similar to that 
now in. question. A New York 
bank advised one R in New Or- 
leans that a Bremen bank had 
opened a credit with it of $50,000 
in R’s favor “to be used by your 
drafts sixty days’ sight against 
shipments of consignments to the 
address” of the Bremen banker and 
“that your drafts will meet with 
prompt protection.” The Bremen 
banker afterwards revoked the 
credit and the New York banker 
notified R of the revocation. Prior 
to receipt of the notice by R he 
had issued certain drafts, which 
were accepted by the New York 
banker after the date when notice 
of revocation was received and 
subsequently paid at maturity. The 
Bremen banker refused to reim- 
burse the New York banker, but 
the court held him liable, saying 
that he could not, by his revocation 
of the credit, escape liability to in- 
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demnify the New York banker 
against responsibilities which it had 
incurred or require him to violate 
contracts which he had made in pur- 
suance of the letter of credit before 
notice of its revocation. 

In this case the letter was vir- 
tually the same as the form sub- 
mitted by you, and it is seen the 
New York bank was deemed liable 
thereon with right of ‘recovery over 
against the Bremen banker. True, 
in this case, the court seemed to 
think that the letter was binding as 
an acceptance of such drafts only 
as were drawn by R before he was 
notified of the withdrawal of the 
credit ; but upon this point later de- 
cisions seem to go further and up- 
hold the absolute irrevocability of 
letters of credit, not only in favor 
of bona fide holders of drafts, but 
also in favor of the person to whom 
the letter is issued. 

There may be cases in which a 
letter of credit is by its terms con- 
ditional ; that is to say, an authority 
to draw and promise to pay drafts 
drawn may depend upon some con- 
dition stated in the letter, as, for 
example, if the bank is provided 
with certain security or certain 


funds, or in case a certain shipment ” 


arrives, or in case this country is 
not at war with the country of the 
payee. This opinion, of course, is 
not intended to apply to such cases, 
but only to cases where the prom- 
ise, as in the present case, does not 
depend upon any condition, but is 
absolute. 


Liability of Maker of Note Pay- 
able at Bank Where Present- 
ment Omitted and Bank Fails 


The note of A is made payable 
at B bank. The payee pledges it as 
collateral with C bank. At maturity 
the maker deposits funds with B 
bank to mect the note. C bank 
does not present the note at ma- 
turity and a few days later B bank 
fails. C bank has not constituted B 
bank its agent to collect the note. 
Does the omission of C bank to pre- 
sent at maturity relieve the maker 
from liability for loss caused by the 
failure, as would be the case were 
he the drawer of a check payable at 
B bank? Opinion: There have 
been some dicta to the effect that 
under Section 87 of the Negotiable 
Instruments Law, which makes an 
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instrument payable at bank equiva- 
lent to an order to pay for the ac- 
count of the maker, the duty of a 
noteholder to present at maturity is 
the same as the duty of a check- 
holder, in order to escape risk of 
the bank’s continued solvency; but 
it has been directly held that the 
duty is not the same, as under Sec- 
tion 70, N. I. Act, the maker of a 
note ts primarily liable, present- 
ment is not necessary to preserve 
his liability, and no duty to the 
maker is breached by omission to 
present the instrument for payment, 
and notwithstanding failure of the 
hank after maturity, he remains 
fully lable. 


From Colorado — Several Denver 
bankers and attorneys have been in con- 
troversy over the following legal prob- 
lem, with considerable difference in 
opinion. Suppose our bank takes from 
Smith his note for $15,000 secured by 
the notes of Brown, Black, and Green 
for $5,000 each, as coilateral.. Let us 
say that the notes of Brown, Black and 
Green are payable at the Bank of Small- 
town, Colorado, and the place of pay- 
ment is stated on the face of the note. 
Under the form of note used by most 
hanks it is not necessary for the bank 
to watch the collateral securing the note, 
and therefore as far as the relationship 
between Smith and the bank is con- 
cerned, it would not be necessary for 
Smith’s bank to pay any attention to 
the collateral unless it chose to. But 
suppose that Brown, Black, and Green 
went to the Smalltown Bank on the day 
their notes fell due and left funds suff- 
cient to meet their notes. As the notes 
had not yet been presented to the Small- 
town Bank, they did not take them up, 
but simply left the money awaiting pre- 
sentment of the notes. Suppose further, 
that the Smalltown Bank failed a few 
days after. The particular question is, 
are Brown, Black and Green relieved 
from liability under the notes when they 
have placed funds at the bank of pay- 
ment, ready to meet their notes, or are 
they liable to any holder in due course 
of their notes until such notes are taken 
up, finally paid, and cancelled? In your 
answer please assume that the holders 
of the notes had nothing to do with the 
selection of the bank of payment. 


In the case presented, the bank 
of payment cannot be regarded as 
the agent of the holders of the 
notes, as such holders “had nothing 
to do with the selection of the bank 
of payment” ; hence the makers can- 
not escape liability on the plea that 
they paid the notes to the agent of 
the holders at maturity and that 
when the payor bank failed it held 
the proceeds as agent of the hold- 
ers. In Adams v. Improvement 
Commission, 44 N. J. Law 638, the 
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court said: “The naming of a bank 
in a promissory note as the place 
of payment does not make the bank- 
ing association an agent for the col- 
lection of the note or the receipt of 
the money. No power, authority or 
duty is thereby conferred upon the 
banker in reference to the note and 
the debtor cannot make the banker 
the agent of the holder by simply 
depositing with him the funds to 
pay it with.” To the same effect is 
Stansbury v. Emberg, 128 Tenn. 
104. 

The sole ground for relieving the 
makers from liability for loss 
caused by failure of the bank would 
be upon the theory that the holders 
of notes payable at bank were under 
the same duty as the holders of a 
check to promptly present, failing 
which the holders and not the ma- 
kers took the risk of the continued 
solvency of the bank. This theory 
will be examined. 

As to checks, Section 186 of the 
Negotiable Instruments Act pro- 
vides that “a check must be pre- 
sented for payment within a rea- 
sonable time after its issue or the 
drawer will be discharged from lia- 
bility to the extent of the loss 
caused by the delay.” 

If, therefore, the instruments in 
the present case were checks and not 
notes payable at bank and the hold- 
ers did not present them within a 
reasonable time, the makers would 
be relieved from liability to the ex- 
tent of the loss caused by the bank’s 
failure. 

Concerning notes, the Negotiable 
Instruments Act, by Section 87, 
provides that “where the instrumem 
is made payable at a bank it is 
equivalent to an order to the bank 
to pay the same for the account of 
the principal debtor thereon.” 

The theory that makers of notes 
payable at bank would be dis- 
charged to the extent of the loss 
caused by failure of the bank after 
maturity, where the holders failed 
to make presentment at maturity, 
is supported in a dictum by Miller, 
J., in Baldwins Bank v. Smith, 109 
N. E. (N. Y.) 138, in which he 
says: “It is incumbent on the holder 
of the paper to secure payment, and 
loss resulting from his neglect 
should fall upon him, not on the 
drawer, who has no further duty to 
perform. I am unable to perceive 
why the same reason does not hold 


an 


628 


good in the case of a note payable 
at a bank where the maker has 
funds to meet it at maturity, espe- 
cially since such a note is by statute 
made the equivalent of a check. To 
the extent that he has appropriated 
his credit, he is not called upon to 
look after it, but discharges his duty 
by keeping his account good. None 
of the cases in this jurisdiction 
holding that the maker of a note 
payable at a bank is not exonerated 
by the holder’s failure to present it 
for payment involved the question 
of a loss resulting from such fail- 
ure. I find nothing in any of them 
except the dictum in the Indig case 
to the effect that the loss in such 
case falls on the maker.” 

But in the Baldwins Bank case 
the payor bank had been constituted 
agent of the holders because the 
note had been sent to the bank “for 
collection and remittance” and the 
ruling was that the note was paid 
at maturity and when the bank 
failed seven days later the proceeds 
were held as agent of the holders 
and at their risk of loss; the lan- 
guage of Judge Miller, therefore, 
was mere dictum and not necessary 
to the decision of the case. 

Also in New England Nat. Bank 
v. Dick, 114 Pac. (Kan.) 378, D’s 
note payable at the E bank was 
charged to the maker’s account be- 
fore maturity by his consent, but 
the note was left with the bank. 
The E bank thereafter and before 
maturity wrongfully pledged the 
note as collateral with the New 
England bank, which never pre- 
sented the note. After maturity the 
E bank failed and the New England 
bank sued the maker. The jury 
found that the E bank intended to 
collect the note when the amount 
was charged to the maker’s account 
and also found that by common 
agreement between banks the New 
England bank had authorized the 
E bank to collect the note before it 
was due. There was a verdict and 
judgment for the defendant maker. 
At the trial the jury had been 
charged that if they found from 
the evidence that it was the duty of 
the New England bank to present at 
maturity at the place of payment 
named and it failed to so present 
and that the holder by presentment 
could have secured payment, and 
that by reason of the holder’s neg- 
lect to present the maker has suf- 
fered damage to the amount of the 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


note and interest without fault on 
his part, the New England bank 
could not recover. It was con- 
tended by the plaintiff that this in- 
struction was in violation of Sec- 
tion 70 of the Negotiable Instru- 
ments Act, which provides: 


“Presentment for payrnent is not nec- 
essary in order to charge the person 
primarily liable on the instrument; but 
if the instrument is, by its terms, pay- 
able at a special place, and he. is able 
and willing to pay it there at maturity, 
such ability and willingness are equiva- 
lent to a tender of payment upon his 
part. But except as herein otherwise 
provided, presentment for payment is 
necessary in order to charge the drawer 
and indorsers.” 


The Supreme Court of Kansas, 
however, held that while ability 
and willingness to pay are ex- 
pressly made equivalent to a tender, 
and a tender merely, and only stops 
the running of interest and is not 
payment but merely an offer to pay, 
yet the instruction is not materially 
erroneous in view of the peculiar 
circumstances of the case and the 
finding of agency of the E bank 
for the New England bank. The 
judgment was affirmed and the 
maker held discharged on the 
ground, it would appear, that the 
failed E bank was the agent of the 
holder of the note. The court, 
however, in the course of its opin- 
ion, uses the following language: 


“But aside from this (agency) the 
appellant (New England bank) was in 
the position of knowing that the note 
matured September 9, 1907 and that it 
was payable at the Ellinwood bank and 
that the makers had, by making it pay- 
able there, in law, ordered that bank 
to pay it at maturity for their account. 
With this knowledge the appellant (New 
England bank) neither presented the 
note nor notified the makers of its non- 
payment until the bank had failed and 
their money had been mingled with and 
gone into its general assets.” 


Taken alone, this language might 
indicate a duty of the holder of a 
note, made payable at a_ bank, 
where the payor bank was not the 
agent of the holder, to present for 
payment at maturity in order to es- 
cape risk of the continued solvency 
of the bank. But the decision itself 
would seem to go on the ground 
that when the E bank failed it held 
the money as agent of the New 
England bank. 

To the contrary of all this is the 
well-reasoned decision of the Su- 
preme Court of Tennessee in Bing- 
hampton Pharmacy v. First Nat. 
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Bank, 176 S. W. (Tenn.) 1038. In } 
that case B and K made their note 5 
payable at and it was discounted by ‘ 
the C bank. Prior to its maturity | |, 
the C bank rediscounted the note | ;, 
with the First National Bank. It | ;. 
was not presented for payment at | 4 
maturity. Nine days later the C } 
bank failed. Thereafter payment | 
was demanded of the makers, which 
they refused, claiming a sufficient N 
deposit at maturity and insisting | ,, 
that they were discharged from lia- | th 
bility by the omission of the holder | o 

m 


to present the note on the day it fell 
due. The First National Bank 
thereupon sued the makers and | ti 
recovered judgment, which was 
sustained by the Supreme Court. th 

The defense was based on Sec- 
tion 87 of the Negotiable Instru- 
ments Act, already quoted, making 
an instrument payable at a bank 
equivalent to an order to the bank 
to pay for the account of the maker 
and it was contended that under 
this section it was the duty of the 
holder to present the note at the 
bank where payable at maturity 
and for neglect of this duty the 
holder must respond to the makers 
for the damage suffered in conse- 
quence of this neglect of duty. The 
argument was that Section 87 put 
upon the holder of a note the same 
duty as rests upon the holder of an 
ordinary check. The court said 
that it might assent to this argu- 
ment were it not for Section 70 
(already quoted), under which 
presentment for payment is not 
necessary to charge the person pri- 
marily liable, but where the instru- 
ment is payable at a special place, 
ability and willingness to pay at 
maturity are equivalent to a tender 
of payment. 

A summary of the court’s rea- 
soning follows: The difference be- 
tween the drawer of a check and 
the maker of a note is that the lat- 
ter is primarily liable on the instru- 
ment, while the former is not. The, 
provisions of Section 70, therefore, 
do not apply to the drawer of a 
check, while they do apply to the 
maker of a note. While under Sec- 
tion 186 (previously quoted) there 
is an absolute duty resting upon the 
holder of a check to present at the 
place where payable within a rea- 
sonable time, for breach of which 
the drawer is discharged to the ex- 
tent he is damaged, no such duty to 
the maker of a note rests upon the 
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holder with respect to presentment. 
By Section 70 presentment is not 
necessary. The obligation of the 
maker is hot a conditional promise 
to pay only at a specified place, but 
is a promise to pay generally, even 
though a place is named. The court 
thus concludes its opinion: 


“Presentment for payment is not nec- 
essary to charge the maker of a note. 
No duty to one primarily liable on a 
note is breached by a failure to present 
the instrument for payment. Such an 
omission is not laches, and affords the 
maker no ground for complaint. By the 
very terms of the statute, the holder 
of a note is relieved of any such obliga- 
tion in so far as the maker is concerned. 
The duty of the holder of a note toward 
the maker cannot be assimilated to the 
duty of the holder of a check toward 
the drawer. In the first instance, the 
maker is primarily lable; in the latter, 
the drawer is only liable after dishonor. 
And again, while the statute excuses 
presentment of the instrument as to the 
maker of a note, presentment is required 
within a reasonable time in the case of 
a check at the peril of discharging the 
drawer. We think that section 87, de- 
claring an instrument payable at a bank 
the equivalent of an order on the bank, 
was only intended to settle the vexed 
question of the bank’s right, without 
specific authority, to pay such an instru- 
ment and charge same to the account 
of the principal debtor. Prior to the 
act of 1899, in Tennessee and elsewhere, 
the fact that a note was made payable 
at a bank did not, without more, confer 
authority upon the bank to pay the note, 
when presented there at maturity by 
the holder, out of funds standing on de- 
posit to the credit of the maker. A con- 
trary rule obtained in many states. See 
discussion of the cases in Grissom v. 
Bank, 87 Tenn. 350, 10 S. W. 774, 3 
L. R. A. 273, 10 Am. St. Rep. 669. Sec- 
tion 87 authorizes a bank, at which an 
instrument is made payable, to pay same 
for the account of the principal debtor. 
To that extent all instruments payable 
at a bank are orders on the bank desig- 
nated. The language used in this sec- 
tion, however, must not be so expanded 
as to destroy other provisions of the act. 
Our attention has not been called to any 
decision of the question here determined 
in a jurisdiction where the Negotiable 
Instruments Law has been enacted. 
Prior to the compilation of this law, 
there were authorities to the contrary. 
These, however, were considered and 
rejected by this court in Grissom v. 
Bank, 87 Tenn. 350, 10 S. W. 774, 3 L. 
R. A. 273, 10 Am. St. Rep. 669, in 
which case the court disapproved Lazier 
v. Horan, 55 Iowa, 75, 7 N. W. 457, 39 
Am. Rep. 167, founded on Story Prom. 
Notes, Secs. 227, 228, and some other 
decisions. The conclusion we have 
reached accords with our own previous 
holdings, and we believe is a correct 
interpretation of the Negotiable Instru- 
ments Law.” 


The above decision of the Su- 
preme Court of Tennessee is the 


only one rendered under the Ne- 
gotiable Instruments Act squarely 
upon the question presented by you 
and it seems supported by the better 
reasons. Applying same to the 
question submitted, the makers, 
Brown, Black and Green, who have 
made their notes payable at the 
Bank of Smalltown and who have 
deposited sufficient money to meet 
the notes on the day they fell due, 
would not be relieved from liability 
by the omission of the holders of the 
notes to present same at maturity 
at the bank where payable, that 
bank not being agent of the holders 
to collect the notes, but their liabil- 
ity as makers would continue not- 
withstanding subsequent failure of 
the payor bank. 


Payment and Collection by Insol- 
vent Drawee Bank 


A creamery company gave its 
checks for cream which the payee 
negotiated to a merchant, who de- 
posited them in an Ohio bank, which 
forwarded them for collection 
through correspondents, by the last 
of whom the checks were sent di- 
rect to the drawee for collection and 
payment. The checks were charged 
to the account of the creamery com- 
pany and the drawee remitted its 
own draft therefor, which was dis- 
honored . because of its failure. 
Opinion: When the checks were 
charged to the account of the 
creamery company they were paid 
and the drawer and the indorsing 
payee were discharged, as was the 
merchant, if when he indorsed he 
transferred title. But assuming the 
merchant deposited these checks for 
collection, he would be relieved 
from liability under the Ohio rule 
that a collecting bank is liable for 
the defaults of correspondents, and 
under this rule the successwe col- 
lecting banks would be liable to 
their predecessors, unless in any 
case the liability was relieved 
against by a stipulation that the col- 
lecting bank would not be liable for 
correspondents’ defaults. 

From Ohio—Will you kindly render 
us an opinion in the following matter? 

A creamery company established a 
depot in our village. They paid for the 
cream with checks drawn on a bank in 
a village other than ours. 

The holders of the checks cashed them 
with a local merchant. 


The merchant deposited the checks 
with our bank. 


We sent them to our correspondent 
in Cincinnati, Ohio. The Cincinnati 
bank deposited the checks with the Cin- 
cinnati Branch of the Federal Reserve 
Bank of Cleveland. The Federal Re- 
serve Bank sent the checks to the pay- 
ing. bank for collection and payment. 

he paying bank sent its draft on 
Columbus, Ohio, in payment of the 
checks; the draft was returned marked 
“not sufficient funds”; before the draft 
could be returned for payment in some 
other manner the bank drawing the draft 
closed its doors. 

The Federal Reserve bank charged 
back the amount of the items to our 
correspondent who made a_ similar 
charge to us. Our customer, upon ad- 
vice of counsel, refuses to repay us the 
amount paid to him, unless we produce 
the checks, which is impossible. 

We claim that our correspondent was 
at fault in charging the amount of the 
items to our account for the following 
reason, i. e., the checks were presented 
to the paying bank, taken up by the 
bank and charged to its customer; they 
now cease to enter into the case in any 
way, it is simply a default on the part 
of the “collecting agent,” for which the 
depositor of a check is in no way re- 
sponsible. 


Two main questions are involved 
in this case, (1) Was the drawer 
and indorser of the original checks 
discharged from liability; if so, 
upon whom does the loss fall? 

Concerning liability of the 
drawer, a review of the cases will 
show the following propositions are 
established by the weight of au- 
thority : 

1. Where a check is remitted to 
the drawee from a.distant point for 
collection, the drawee is made the 
collection agent of the holder, in ad- 
dition to his duty to pay as drawee. 

2. Where the check so received 
by the drawee is charged to the ac- 
count of the drawer or the inten- 
tion to pay is evidenced by some 
other act sufficient to constitute 
payment, the drawer is discharged 
from further liability and the fund 
thereafter is held by the drawee as 
agent of the holder and at his risk 
and if the drawee fails to remit or 
his remittance draft is dishonored, 
the loss falls on the holder. 

3. Where the drawee is not agent 
of the holder and gives his own 
check in payment, some cases hold 
that such check is only conditional 
payment and if it is dishonored, due 
diligence having been -used, the 
drawer of the original check re- 
mains responsible. 

The result of an examination of 
the authorities upon the above prop- 
ositions will be given as briefly as 
possible for the reason that a num- 
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ber of cases have recently arisen 
similar to yours and publication of 
a full statement of the law bearing 
upon these questions will be of 
value. 

Drawee as Collection Agent. Ac- 
cording to the weight of authority, 
where a check is remitted to the 
drawee from a distant point for 
collection, the drawee is made the 
collection agent of the holder, in 
addition to his duty to pay as 
drawee. First Nat. Bank of Mur- 
freesboro v. First National Bank of 
Nashville, 154 S. W. (Tenn.) 965; 
Baldwin’s Bank of Penn Yan v. 
Smith, 109 N. E. (N. Y.) 138. 

When is Check Paid, Drawer 
Discharged and Funds at Risk of 
Holder? As soon as the check is 
paid the drawer is, of course, dis- 
charged and the funds are then held 
by the drawee as agent of the 
holder and at his risk in the event 
of failure of the drawee to make re- 
mittance of in the event his remit- 
tance check is dishonored. Several 
decisions illustrate when the check 
is paid and the drawer’s liability at 
an end. 

Charging to Drawer’s Account 
Constitutes Payment. In Smith 
Roofing and Contracting Co. v. 
Mitchell, 45 S. E. (Ga.) 47, a check 
was transmitted to the drawee for 
collection and remittance. The 
drawee charged the amount of the 
check to the account of the drawer 
and marked it “paid.” A few days 
afterwards it protested the check 
and returned it to the bank from 
which received and went into the 
hands of a receiver. The drawer 
was sued, but the court held he was 
discharged ; that the charging of the 
amount by the drawee to his ac- 
count was the same as if the money 
had been paid over the counter to 
itself as agent of the bank which 
sent the check for collection, and 
the fact that it fraudulently held the 
money from that bank and failed to 
enter the proper credit to its ac- 
count did not render the payment 
any less complete. The money was 
in the hands of the agent of. the 
payee and the drawer was as com- 
pletely discharged from liability on 
the debt for which the check was 
given as if he had paid the actual 
money to one authorized by his 
creditor to collect it. 

In Planters Mercantile Co. wv. 
Armour Packing Co., 69 So. 
(Miss.) 293, where a check was 


sent for collection to the bank on 
which drawn and such bank, after 
charging it to the drawer, failed to 
transmit the funds to the collecting 
bank and in a few days closed its 
doors, held that the drawer was dis- 
charged from further liability. 

Charging to Drawer and Credit- 
ing to Collecting Bank Constitutes 
Payment. In Pinkney v. Kanawha 
Valley Bank, 69 S. E. (W. Va.) 
1012, the court holds the general 
rule is that if the collecting bank 
forwards a check directly to the 
drawee bank and by custom or 
agreement it is authorized to credit 
the collecting bank and remit or 
settle at stated periods, its receipt 
of the check, debiting it to the 
drawer and crediting it to the col- 
lecting bank, constitutes payment. 

To the same effect is Briggs v. 
Central National Bank, 89 N. Y. 
182. 

Charging and Surrendering to 
Drawer Constitutes Payment. In 
Winchester Milling Co. v. Bank of 
Winchester, 111 S. W. (Tenn.) 
248, checks forwarded to the 
drawee were charged to the drawer, 
marked “paid” by the drawee and 
returned to the drawer. The 
drawee’s remittance draft was dis- 
honored. The court held that the 
drawer was discharged by the 
method of settlement just referred 
to. In Harmon v. Barber, 89 S. E. 
(S. C.) 636 B, in South Carolina, 
drew a check. on the drawee in 
another town and deposited it in his 
local bank. It was forwarded 
through a correspondent direct to 
the drawee for collection. The 
drawee marked the check “paid” 
and surrendered it to B. The 
drawee afterwards failed and the 
money was not remitted. Twelve 
days later the bank in which the 
check was originally deposited noti- 
fied B of its non-payment. B hav- 
ing died, the bank filed a claim 
against his estate for the amount of 
the check and interest. The court 
held the estate is not liable. 

When Intention to Charge Con- 
stitutes Payment. In  Baldwin’s 
Bank of Penn Yan v. Smith, 109 
N. E. (N. Y.) 138, the holder of a 
note mailed it to the bank where 
payable for “collection and remit- 
tance,” the note under the Negoti- 
able Instruments Act constituting 
an order to pay, equivalent to a 
check. On the day of maturity the 
maker, who at all times had suf- 


ficient funds, called up the bank 
and instructed that the note be 
charged to his account and the 
bank, through its president, said it 
would do so. It, however, held the 
note for seven days without charg- 
ing same to the maker’s account and 
without making remittance and 
then failed. In an action by the 
holders against the maker of the 
note, the New York Court of Ap- 
peals held (two justices dissenting) 
that the note was paid and the 
makers discharged. The court 
said: “The case in brief is this: 
B bank, the holder of a note, or the 
agent of the holder to collect, has 
funds in its hands upon which the 
makers are entitled to draw. After 
the note is due it is directed to 
charge the note against that credit 
and says it will do so. All that is 
necessary to constitute payment is 
the intention to make the applica- 
tion, which may be evidenced in a 
variety of ways, e. g., by bookkeep- 
ing entries, by cancelling the note 
and surrendering it to the makers, 
by the drawing of a check by the 
makers and its acceptance in pay- 
ment by the bank. It must be 
borne in mind that the plaintiff se- 
lected an agent to collect, knowing 
that in the usual course of business 
payment would be made by a mere 
transfer of credits. If the makers 
had actually gone to the bank and 


passed the necessary currency over | 


its counter to pay the note with the 
direction thus to apply it, that 
would plainly have constituted pay- 
ment. If they had sent a check 
drawn on the bank to pay the note, 
the acceptance of it would have 
been per se an appropriation of the 
funds of the drawer or, to be accu- 
rate, of the funds subject to the 
drawer’s order, to the payment of 
the note. The verbal order, with 
the statement of the president of the 
bank that it would be acted upon, 
was equivalent, in legal: effect, of 
a written order and its acceptance.” 
Two justices dissented on the 
ground that the mere intention to 
charge the note to the maker’s ac- 
count was not sufficient where not 
carried out. The dissenting opin- 
ion said: “Intention may determine 
whether moneys are delivered in 
payment or in purchase or other 
use, but to be operative must be ex- 
pressed in an act or acts. In order 
to have paid the note the banking 
firm must have applied or appropri- 
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ated the moneys in requisite amount 
to its payment by either actually de- 
livering them into their control as 
agents of the plaintiff or by trans- 
ferring in like amount the credit 
owned by the defendants to the 
plaintiff, -or by other unequivocal 
act constituting or expressing pay- 
ment.” 

Drawer Not Discharged Where 
His Insufficient Check Marked 
“Paid” But Subsequently Erased 
and Check Protested. In First Nat. 
Bank of Murfreesboro v. First Nat. 
Bank of Nashville, 154 S. W. 
(Tenn.) 965, a check was remitted 
to the drawee for collection. On 
the day of receipt the drawer had 
no funds and the bank stamped the 
check “paid” as of the following 
date and placed it upon the cancel- 
lation hook in the event a remit- 
tance from the drawer was received 
sufficient to cover the check. No 
such remittance having been re- 
ceived, the check was taken from 
the hook, the cancellation mark 
erased and the check protested and 
returned. It was held that the 
drawer remained liable; that 
“where the drawee is acting in the 
dual capacity of collecting agent for 
the holder and as drawee there can 
be no acceptance by delivery until 
the bills are passed through the 
books of the bank, charging the ac- 
count of the drawer and crediting 
the account of the remitting bank, 
making a completed transaction.” 
In this case, it would appear, the 
check was simply marked “paid” 
provisionally as a matter of con- 
venience with no intention to pay if 
remittance from the drawer was not 
received. 

Check of Drawee Who Is Not 
Holder's Agent Held Only Provi- 
sional Payment and Drawer Nor 
Discharged:If Due Diligence Exer- 
cised. It is a general rule that a 
check given by a debtor is not abso- 
lute, but only conditional, payment 
of his debt and if dishonored, due 
diligence having been exercised, the 
debt remains unpaid. 

This rule has been applied in 
some cases where. the drawee of a 
check not being the holder’s agent 
to collect has given his own check 
in payment. 

Thus in Burkhalter v. Second 
National Bank, 42 N. Y. 538, it is 
held that the giving of a check by 
the drawee, on presentation of a 
draft and its delivery to him, is not 
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of itself payment; and, upon such 
check being dishonored, the holder 
of -the draft may disregard the 
transaction, reclaim the draft, pre- 
sent the same anew and protest it 
for non-payment, so as to charge 
the drawer, if done within a reason- 
able time after it was originally 
received by him. (Followed in 
Thomas v. Supervisors, 115 N. Y. 
47. To the same effect, Turner 
v. Fox Lake Bank, 4 Abb. Dec. (N. 
Y.) 434, 3 Keyes 425.) 

The New York Court of Appeals, 
in the Baldwin’s Bank case above 
cited, referring to the Burkhalter 
case, says: “A distinction must be 
noted between the cases like the last 
cited (Burkhalter v. Second Na- 
tional Bank), where the drawee 
bank, without being constituted an 
agent to collect, gives its check, 
which is subsquently dishonored, 
and cases like this (the Baldwin’s 
Bank case), in which the drawee 
bank is also an agent to collect.” 

Another case is Anderson v. Gijll, 
79 Md. 312. In that case the payee 
of a check deposited it in another 
bank in the same city and the latter, 
instead of getting cash, accepted the 
check of the drawee bank which 
failed later in the day. Return of 
the original check was demanded 
but was refused. A notary there- 
upon made a copy of the original 
check and protested it. The action 
was by the executor of the payee 
of the original check to recover the 
amount from the drawer. The 
court said the acceptance of the 
drawee’s check was either payment 
of the original check or it was not. 
If it was payment, as it would be 
according to the Massachusetts doc- 
trine, then the drawer’s liability was 
extinguished. If it was not pay- 
ment, then the holder’s collecting 
agent was responsible to the payee 
for having given up the check with- 
out payment and if injury resulted 
to the drawer by reason of the 
agent’s failure to use due diligence 
in converting the drawee bank’s 
check into money, then also the 
drawer was discharged. The court 
pointed out that had the presenting 
bank caused the original check to be 
certified, the drawer would have 
been discharged at once, and while 
the present transaction was differ- 
ent, the drawer was placed in a 
position of peril by the act of the 
collecting agent. The decision went 
on the ground that the drawer was 
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discharged because, under the facts 
of the case, the holder had failed to 
use due diligence in collecting the 
check taken in payment. 

Also in Hilsinger v. Trickett, 99 
N. E. (Ohio) 305, a certificate of 
deposit was mailed directly to the 
issuing bank. It was held that 
the draft of the issuing bank was 
only conditional payment and did 
not pay the debt, where such draft 
was dishonored. This case, how- 
ever, was not decided on the theory 
that the issuing bank was an agent 
of the sending bank to collect the 
certificate from itself. 

From a review of these cases it 
seems clear that in the case pre- 
sented by you, the checks of the 
Creamery Company having been 
mailed to the drawee bank and 
charged to the account of its cus- 
tomer, they were paid and the 
Creamery Company was discharged 
from all further liability. : 

This would eliminate from the 
case the drawer and also the in- 
dorsing payee, who would also be 
discharged, as would the merchant 
in case he transferred title to the 
checks to your bank by indorsement. 
But assuming the merchant depos- 
ited these checks in your bank for 
collection, remaining owner thereof, 
and that your bank and the subse- 
quent banks were collecting agents 
only, then under the Ohio rule, that 
a collecting bank is liable for the de- 
faults of its correspondents (Reeves 
v. State Bank of Ohio, 8 Ohio St. 
465), you would be liable to your 
merchant depositor for the amount 
of these checks, your Cincinnati 
correspondent would be liable to 
you and the Federal reserve bank 
would be liable to the Cincinnati 
bank, unless the liability in any case 
was relieved against by a stipula- 
tion that the collecting bank would 
not be liable for its correspondents’ 
defaults. 


Paymént and Collection by In- 
solvent Drawee Bank 


John Doe, in payment of goods, 
gave his check to a merchant who 
deposited it in a bank which mailed 
it direct to the drawee. The drawee 
charged the drawer’s account but 
did not remit and went into the 
hands of examiners. Opinion that 
the check was paid and John Doe 
discharged from liability to the 
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merchant, who must look to the 
liquidators of the failed bank for 
reimbursement and cannot hold his 
own bank of deposit which, under 
the law of Louisiana, was not ne gli- 
gent in mailing the check direct to 
the drawee. 


From Louisiana—John Doe bought a 
bill of goods from Orleans and Com- 
pany. In payment of the said goods, 
John Doe sends to Orleans and Com- 
pany his check on his town bank. Upon 
receipt of the said check, Orleans and 
Company immediately deposit same in 
the bank they were doing business with, 
which bank, on account of having the 
account on its books of the bank that 
the check was drawn on, sent it to the 
bank that it was drawn on. The ‘check 
was charged to John Doe’s account in 
the said bank and the cashier of John 
Doe’s bank (presumably, either be- 
cause, as it afterwards turned out, 
he had embezzled money from the bank, 
or because the bank was in a failing 
condition) held up remittance for the 
check. In this way, the said cashier 
- drew his bank’s check on his bank’s New 
Orleans correspondent and never remit- 
ted it to the bank in which Orleans and 
Company had deposited the check and 
which had sent it to John Doe’s bank. 
Orleans and Company’s bank sent sev- 
eral tracers and letters, without reply. 
At the end of ten days, bank examiners 
took charge of the bank that the check 
of John Doe was drawn on, and sent 
to Orleans and Company’s bank the 
check that the cashier had held up in 
payment of John Doe’s item. When the 
check of the failed bank reached Or- 
leans and Company’s bank, it was pre- 
sented to the failed bank’s correspond- 
ent, upon which drawn, and was refused 
with the words “Bank in the hands of 
State Bank Examiner.” The writer 
would be pleased to have you advise 
if John Doe has paid his bill and if 
Orleans and Company has to look to 
the liquidators of the failed bank for 
reimbursement. 


In this case the check was mailed 
direct to the drawee bank for col- 
lection and that.bank occupied the 
dual relation of agent of the drawer 
to pay and agent of the holder to 
collect. When it charged the check 
to the account of John Doe, the 
drawer, this constituted payment 
according to the authorities, and it 
thereafter held the fund gs the 
agent of the holder. The drawer in 
this case is discharged from liability 
upon the check ; he has paid the in- 
debtedness for which the check was 
given and the owner of the item 
will have to look to the liquidators 
of the failed bank for reimburse- 
ment as, under the law of Louis- 
iana, the bank in which the check 
was first deposited was authorized 
to mail it direct to the drawee and 
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is not guilty of negligence in so 
doing. 


Collection by Insolvent Bank 


Where a bank to which an item 
has been forwarded for collection 
makes the collection and sends its 
draft on another bank for the pro- 
ceeds but fails before such draft is 
collected, two rules prevail in dif- 
ferent jurisdictions: (1) The failed 
bank is debtor for the amount of its 
draft; (2) the failed bank is agent 
or trustee for the proceeds. In the 
state of Washington the former rule 
prevails, in consequence of which 
the owner cannot recover in full as 
a trust fund, but must share in the 
assets as a general creditor—A bank 
in Iowa is not liable for the default 
of its correspondent when duly 
selected. 

From Iowa—We would very much 
appreciate your courtesy if you would 
favor us with your opinion covering the 
following case, which has just come to 
the writer’s attention: 

On or about January 10, we sent a 
draft with bill of lading attached, drawn 
on § Bros., of , Washing- 
ton, and not having a regular corre- 
spondent at that city, we selected the 

Bank. The collection was 
presented in due course to 
Bros., who promptly paid same, where- 
upon the Bank sent us 
their draft on the Loan & Trust 
Company of Chicago, Ill. Before we 
could clear same, the bank was placed 
in the hands of a receiver. As a result, 
we have since charged the item back to 
our indorser. It is my understanding 
that a bank accepting a collection of 
this character receives same in trust 
and that in event of failure, proceeds of 
such collection are segregated from the 
other liabilities. Am I right or wrong? 


Where a bank which makes a col- 
lection has given its draft on another 
bank in payment which has not been 
collected because of failure of the 
remitting bank, two rules have been 
declared: (1) holding that the draft 
if accepted establishes a debtor and 
creditor relation; (2) that the 
collecting bank still remains an 
agent or trustee, in which latter 
event the proceeds are a trust fund. 

I believe the former is the rule 
in Washington. 

In Bowman v. First National 
Bank, 9 Wash. 614, 38 Pac. 211, 
plaintiffs sent a draft to the defend- 
ant bank for collection. The bank 
collected it, and issued its own New 
York draft, payable to plaintiffs, for 
the amount so collected, less ex- 


March, 1921 


change, and sent it to plaintiffs, who 
accepted it, and forwarded it for 
collection. The latter draft, how- 
ever, was not paid, owing to the de- 
fendant bank’s suspension. It was 
held that the bank was a debtor, and 
not a trustee, of plaintiffs. 
According to this rule, your cus- 
tomer would be a general creditor 


‘entitled to dividends only and could 


not collect the amount in full as a 
trust fund from the assets of the 
failed bank. 

Some courts hold that a collecting 
bank is liable for the defaults of 
correspondents; but other courts, 
including Iowa, hold that the col- 
lecting bank is not liable for the de- 
faults of correspondents if the cor- 
respondent is duly selected. Guelick 
v. Nat. State Bank, 56 Iowa 424. 

Under the Iowa rule, therefore, 
you were entitled to charge this 
amount back to your customer and 
the loss will fall upon him. 


Collection by Insolvent Bank 


A customer deposited for collec- 
tion with a bank in North Carolina 
certain drafts with bills of lading 
attached, which the bank forwarded 
ta a bank in the town of the drawee. 
Upon collection by the latter a check 
for the proceeds was forwarded by 
it, but the check was protested and 
the bank suspended payment. 
Opinion: Under the law of North 
Carolina the bank in which the 
original drafts were deposited, being 
an agent for collection, was not 
responsible for the default of its 
correspondent, and the failed bank 
being debtor and not trustee of such 
proceeds, the customer is only en- 
titled to share pro rata in its assets 
as a general creditor. 


From North Carolina—A customer of 
this bank deposited for collection several 
drafts with bills of lading attached 
drawn against shipments of flour to 
merchants in X town. These drafts 
were forwarded by us to a bank in X 
town for collection. The drafts were 
paid by the drawee and in paying for 
same the collecting bank sent us a check 
dated Dec. 20, 1920, signed by its assist- 
ant cashier, drawn on a national bank 
of another city. We forwarded this 
check to our correspondent bank in 
Richmond and our Richmond corre- 
spondent deposited this check with the 
Federal Reserve Bank of Richmond for 
collection. On the 24th of December 
the bank on which check was drawn 
protested check and gave as their reason 
insufficient funds. On the 24th of De- 
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cember the bank, maker of this check, 
suspended business. We now hold the 
protested check and would be glad for 
you to advise us how we may handle 
this matter so as to get our money out 
of same. 


In many states a collecting bank 
is responsible for the default of a 
correspondent to whom it sends an 
item for collection; but in North 
Carolina the rule prevails that its 
whole duty is performed when it 
seasonably transmits the paper to a 
suitable bank or other agent at the 
place of payment. Bank v. Bank, 
75 N. C. 534; Bank of Rocky 
Mount v. Murchison Nat. Bank, 55 
S. E. (N. C.) 95. 

In the case presented by you, 
therefore, assuming the bank to 
which you forwarded the drafts 
with bills of lading attached, and 
which collected same, was a suitable 
agent, you are not responsible for 
its default, but the loss will fall 
upon your customer who deposited 
same with you for collection. I as- 
sume you gave the customer pro- 
visional credit for the amount be- 
fore collection, in which case you 
have the right to charge the amount 
back. 

The above is on the theory that 
your relation to the transaction is 
as collecting agent and not as 
owner, based on the statement that 
the drafts were deposited with you 
for collection. Should it be the fact, 
however, that you purchased or dis- 
counted the drafts and took title 
thereto before collection, the loss 
would fall upon your bank as owner 
of the drafts and your customer 
would be discharged from liability 
as drawer thereon, said drafts hav- 
ing been paid. 

Upon the question of getting the 
money out of the failed bank. There 
is a conflict of authority, where a 
bank receives a draft for collection 
and remittance and after collecting 
the draft fails before paying over 
the proceeds, whether the collecting 
bank is a debtor or a trustee for 
such proceeds, so that, if the latter, 
it is entitled to recover same in full 
from the receiver of the failed in- 
stitution. Many cases hold that the 
bank is a trustee. But in North 
Carolina it would appear that the 
failed collecting bank is regarded as 
a debtor. In North Carolina Corp. 
Commission v. Merchants & Farm- 
ers Bank, 50 S. E. (N. C.) 308, it 
was held that where a draft is sent 
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to a bank for collection and it is so 
restricted by indorsement, the bank 
is entitled to carry the proceeds of 
the draft when collected into its 
general assets ; and when it does so 
the relationship between the drawer 
or forwarder of the draft and the 
bank becomes that of creditor and 
debtor, so that, on assignment of the 
bank by reason of insolvency, such 
drawer or forwarder can only share 
in the assets pro rata with the gen- 
eral creditors. 

Assuming in the present case the 
collecting bank carried the proceeds 
into its general assets, the owner 
of the protested draft held by you, 
namely, your customer, can only 
prove as a general creditor and 
would be entitled to only a pro rata 
share of the assets of the insolvent 
bank. 


Liability of Collecting Bank for 
Default of Correspondent 


In Louisiana, a bank receiving a 
check for collection is liable to the 
depositor for any loss occasioned by 
the conduct of any subagent em- 
ployed by it to assist in making the 
collection unless it has made an 
agreement with the depositor stip- 
ulating against such liability. 


From Louisiana—In the course of 
business we forward practically all 
the checks that we receive through our 
correspondent in New Orleans which col- 
lects same on the different banks through- 
out the state. On December 13 we sent 
them a check drawn ona bank in a 
near-by small town for about $300. On 
December 17 we sent them checks on 
the same place; on December 18 we 
sent them checks aggregating $500 or 
$600; on December 20 we sent them fur- 
ther checks, and on up to January 1, 
1921. On December 31 the correspon- 
dent bank to which our New Orleans 
correspondent was sending all of their 
checks, and which was their regular cor- 
respondent, closed their doors and was 
put into the hands of the State Banking 
Department. On January 4, 1921, we 
received a number. of charge items 
charging us back with checks from De- 
cember 13, 1920, up to the date of the 
closing of this bank. A good many of 
these checks were drawn on another 
bank in the same small town, were col- 
lected by them, and the funds evidently 
retained, as our correspondent in New 
Orleans claims. that the amounts were 
never received. In answer to our letter 
to our correspondent in New Orleans, 
they write us as follows: 

“In charging you back with certain 
checks drawn on , Louisiana, we 
pursued a policy which has been pur- 
sued by the New Orleans banks for 
many years past, and we believe that 
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we have both a legal and moral right 

to make such a charge. 

“Acting as your agent and in ac- 
cordance with the agreement between 
our banks which is clearly stipulated 
in all of our advice cards, we for- 
warded these items to , Louisi- 
ana, and were unable to get returns. 
Our records show that we notified 
you and all of our other customers 
that these items were still outstand- 
ing and unpaid. Under these circum- 
stances, we would suggest that you 
charge them back to your customers 
and close them up in that way.” 
The point is this, that some of these 

checks were given by customers of an- 
other bank in that town, were duly paid, 
and the amounts charged to their ac- 
count, and they feel that under the cir- 
cumstances, as they had the money and 
same was paid to the agent of our New 
Orleans correspondent, we have no 
further recourse on them; that it was 
simply a breach of good faith on the 
part of the agent of the New Orleans 
bank and for which they must assume 
responsibility. 

When paper is deposited with a 
bank for collection, or forwarded by 
one bank to another for collection, 
in the absence of an express agree- 
ment between depositor and collect- 
ing bank, two different rules prevail 
in different jurisdictions as to the 
relation and liability of the collect- 
ing bank. By some courts it is held 
that the depository or collecting 
bank undertakes to collect the 
paper and thus assumes the liability 
of an independent contractor with 
responsibility for the acts and de- 
faults of its subagents. By other 
courts it is held that the depository 
bank or collecting bank merely un- 
dertakes to use due care in selecting 
a subagent and in transmitting the 
paper, and that if it exercises such 
care it is not responsible for the 
subagent’s acts and defaults. 

Among the states whose courts 
hold the first stated rule is Louis- 
iana. In Martin v. Hibernia Bank 
and Trust Co., 53 So. (La.) 572, it 
was held that a bank receiving a 
check for collection is liable under 
the commercial law to the depositor 
for any loss occasioned by the con- 
duct of any subagent employed by 
it to assist in making the collection ; 
but in such a case there is no privity 
of contract between the depositor 
and the subagent. 

It follows from the above that 
your New Orleans correspondent is 
liable to your bank for the default 
of the correspondent to whom it 
forwarded the checks and that your 
bank is, in turn, liable to your de- 
positors, unless there has been some 
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agreement which relieves the de- 
pository or collecting bank from the 
application of this rule. Your 
Louisiana correspondent hints at 
such an agreement between that 
bank and yourself, for it refers to 
an agreement stipulated on its ad- 
vice cards ; however, the exact terms 
of the agreement are not stated. If 
there is no sufficient agreement un- 
der which your New Orleans cor- 
respondent is relieved from liability 
to your bank for the defaults of its 
correspondents, such correspondent 
would be liable to you under the 
law of Louisiana; and you, in turn, 
would be liable to your customers 
for the default of your corre- 
spondent unless you have made 
an agreement with them relieving 
you from liability. In New York, 
where the rule is similar to that in 
Louisiana, the deposit slips of some 
of the banks contain a stipulation as 
follows: 

“In receiving items on deposit 
this bank obligates itself only as 
the depositor’s collecting agent, 
assuming no responsibility beyond 
carefulness in selecting corre- 
spondents, and until such time’as 
actual payments shall have come 
into its possession, reserves the 
right to charge back to the de- 
positor’s account any amounts 
previously credited.” 


Enforceability of Bank Draft 
Lost at Gambling 


The customer of a New Mexico 
bank gave his check to his bank 
and obtained therefor the bank’s 
draft which he lost ina poker game 
and then asked and was granted a 
stop payment of the draft, which 
had been negotiated to a bank in 
another state. The New Mexico 
statute declares that all instruments, 
when the consideration is money 
won at gambling, shall be void. The 
question is whether the purchasing 
bank can recover from the issuing 
bank. Opinion: The purchasing 
bank can probably enforce payment 
from the issuing bank because the 
bank’s draft was issued for a valid 
consideration and the New Me-ico 
statute would not apply as against 
a holder in due course to avoid a 
draft, valid in its inception, because 
a subsequent transfer was for a 
gambling consideration—Where a 
draft originally issued for gambling 


consideration is avoided by statute 
even in hands of innocent purchaser, 
according to earlier cases, the dect- 
sions are conflicting whether Nego- 
tiable Instruments Act modifies 
former rule so as to protect holders 
in due course—Merits of policy of 
protecting innocent purchaser dis- 
cussed, 


From New Mexico—We have a case 
on which we would like to ask your 
opinion. Some few weeks ago three 
people, two men and a woman, engaged 
in the practice of gambling, came into 
our town. For convenience we _ will 
designate them A, Band C. A is repre- 
sented by his confederate B to be a 
wealthy oil operator, fond of gambling 
and a good sport. B gets into the con- 
fidence ot a local citizen D, who has 
funds deposited in this bank. B induces 
D to enter in a confidence game in order 
to win money in the possession of A 
at poker. D cashes his check over the 
counter for $200, gives B a check for 
$300 which is cashed over the counter 
and also gives his check to his brother 
for $200 which is cashed over the coun- 
ter, all of which is lost in the game to 
A. Later in the day and after banking 
hours, B and D gain admittance to the 
bank, for the purpose of securing more 
money to play in the game, D giving a 
check to B for $500 and representing 
to the cashier that they are buying 
calves with the money and that the 
party from whom they were purchasing 
the calves insisted on receiving actual 
money. It being late, however, the 
cashier of the bank refuses to pay out 
the currency, offering to certify the 
check for payment, issue the bank’s 
draft or cashier’s check in lieu of the 
check presented, the draft of the bank 
on a Denver, Colo., correspondent being 
accepted. This draft was taken into the 
game and lost to A. The three people, 
A, B and C, were later arrested at a 
neighboring town outside our state, 
brought back and at their hearing fined 
under a city ordinance, gave bond for 
appearance before the grand jury and 
set at liberty. The customer of this 
bank, D, asked for a stop payment on 
the draft, which was granted. Later 
the draft was negotiated through a bank 
outside of the state and the funds ob- 
tained thereon. The bank cashing the 
draft, becoming uneasy in regard to the 
draft, sent it direct to us for payment and 
we immediately advised them by wire 
of the stop payment. The draft has 
not been presented to the bank on which 
the draft is drawn and the holding bank 
is demanding payment of the drawer, 
threatening to sue to recover from the 
issuing bank. The bank’s customer 
agrees to stand between the bank and 
any loss by reason of the stop payment. 
The bank’s attorney advises that under 
Section 2510 New Mexico statutes, codi- 
fication of 1915, Consideration, money 
— at gambling, makes the bank’s draft 
voi 

The above represents as nearly as we 
can give you the facts, circumstances 
and the status of the case at present, 
and while our attitude in refusing pay- 
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ment of the draft might subject the 
bank to suit, yet we feel that if the 
statute referred to above would hold in 


the case, it is really the only safe course - 


to pursue,and we would thank you to 
give us an opinion in the matter. 


In this case D, the customer of a 
bank, receives the bank’s draft in 
exchange for his check, which draft 
D loses to A in a game of poker. D 
asks and is granted a stop payment 
of the draft which has been negoti- 
ated by A for value to a bank out- 
side the state. The question is 
whether the purchasing bank, as a 
holder in due course, can recover on 
the draft from the issuing bank. 

The New Mexico statute pro- 
vides : 

“All judgments, securities, bonds, bills, 
notes or conveyances, when the consid- 
eration is money or property won at 
gambling; or at any game or gambling 
device, shall be void, and may be set 
aside or vacated by any court of equity 
upon a bill filed for that purpose, by 
the person so granting, giving, entering 
into, or executing the same or by any 
creditor or by his executors, adminis- 
trators, or by any heir, purchaser or 
other persons therein.” N. M. 
Stat., 1915, §2510, Sec. 4 

“The assignment of any bond, bill, 
note, judgment, conveyance or other 
security shall not affect the defense of 
the person executing the same.” Ibid. 
§2511. 

Prior to the Negotiable Instru- 
ments Act, the courts quite gener- 
ally held, where a statute made an 
instrument based on a gambling 
consideration absolutely void, that 
it gathered no vitality by negotia- 
tion to a bona fide holder and re- 
mained void and unenforceable in 
his hands. See for example Bir- 
mingham Trust & Savings Co. wv. 
Curry, 49 So. (Ala.) 319; Swinney 
v. Edwards, 55 Pac. (Wyo.) 306. 

But a new question has arisen 
under the Negotiable Instruments 
Act, which gives enforceable rights 
to a holder in due course free from 
defect of title of prior parties and 
free from defenses available to prior 
parties among themselves and the 
act defines “an illegal considera- 
tion” among the defects of title 
from which a holder in due course 
is freed. 

In Wirt v. Stubblefield, 17 App. 
Cas. D. C. 283, it was held that un- 
der the act a holder in due course 
may enforce a note given for a 
gambling debt and that the act has 
to that extent repealed the statute 
making such an instrument void. 
The court said: “The great object 
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sought to be accomplished by the 
enactment of the statute was to 
free the negotiable instrument, as 
far as possible, from all latent or 
local infirmities that would other- 
wise inhere in it to the prejudice 
and disappointment of innocent 
holders as against all the parties to 
the instrument professedly bound 
thereby. This clearly could not be 
effected so long as the instrument 
was rendered absolutely null and 
void by local statute, as against the 
original maker or acceptor.” 

But on the other hand it has been 
held in Kentucky and West Vir- 
ginia that the Negotiable Instru- 
ments Act does not repeal the stat- 

utes in those states which make 
gaming contracts void and that the 
holder in due course is not protected 
in such cases. Alexander v. Hazel- 
rigg, 123 Ky. 677; Raleigh Co. 
Bank v. Poteet, 74 W. Va. 511. In 
Kentucky the court said that “the 
disappointment now and then of an 
innocent holder of a negotiable in- 
strument would not be as hurtful 
and injurious to the best interests of 
the state as the removal of the ban 
from gaming contracts.” 

The New Mexico courts have not 
passed upon the question. 

Had the customer of the bank in 
this case given his own check or 
note in settlement of poker losses, it 
might be held that such check or 
note was void under the New Mex- 
ico statute and not enforceable by 
the innocent purchaser, unless the 
court accepted the view of the court 
in Wirt v. Stubblefield and held the 
Negotiable Instruments Act modi- 
fied the anti-gaming statute to the 
extent of relieving holders in due 
course. 

But the consideration of the bank 
draft involved in this case was not 
money won at gaming. The bank 
draft was issued in consideration of 
the customer’s check and had a valid 
inception. It might have been used 
for a lawful purpose. Instead, how- 
ever, it was indorsed or transferred 
by the customer for money won at 
gaming. This raises the further 
question whether an instrument, 
valid in its inception, but transferred 
by the payee for a gambling debt, is, 
by transfer upon such consideration, 
avoided or whether negotiation by 
the transferee to an innocent 
purchaser will give the latter en- 
forceable rights against the maker. 
It might be contended, on the one 


hand, that the indorsement for a 
gambling consideration avoided the 
originally valid check, virtually de- 
stroying it, so that thereafter it 


_ could not acquire validity by trans- 


fer to an innocent purchaser ; this 
in analogy to the common law rule 
that material alteration of an orig- 
inally valid instrument avoids it, 
even in the hands of a bona fide 
purchaser, though the Negotiable 
Instruments Act now protects the 
latter by modification to the effect 
that when the altered instrument is 
negotiated to a holder in due course 
it is enforceable according to its 
original tenor. 

But a contrary view is that the 
New Mexico statute simply avoids a 
bill or note when the consideration 
for its execution and delivery “is 
money -or property won at gam- 
bling,” and does not extend to a note 
which has a valid inception, but ha 
afterwards been indorsed for a 
gambling debt. This view would 
seem to have potency, for other- 
wise it could be contended that a 
national bank note lost by the holder 
in a poker game was thereby 
avoided and could not be afterwards 
enforced by a subsequent holder. 

In an early case in Virginia 
(Whitworth v. Adams, 5 Rand. 
333) it was held that an inter- 
mediate indorsement of a valid note 
for an usurious consideration did 
not vitiate the note in the hands of a 
subsequent bona fide purchaser 
without notice of the usury. 

The equities as between innocent 
purchaser and the maker of an in- 
strument given at the gambling 
table for money lost are clearly 
with the former and should prompt 
the courts to so interpret the law 
as to protect him. The innocent 
purchaser takes the instrument, 
valid on its face, as if it were so 
much money and, assuming it void, 
is absolutely at the mercy of the 
maker, who is the wrong-doer. 
Statutes which avoid such instru- 
ments in the hands of innocent pur- 
chasers really encourage, rather 
than discourage, gambling transac- 
tions, for under them the maker 
can play the game without risk of 
loss. He can win, but he cannot 
lose. If he wins, well and good; 
if fortune goes against him, he gives 
his void note and the innocent 
purchaser virtually pays his gam- 
bling debt. 

I am inclined to the opinion that 
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in the case submitted the purchasing 
bank would be held entitled to en- 
force payment by the issuing bank 
of its draft because such draft was 
issued for a valid consideration and 
the New Mexico statute which 
makes void a draft when the con- 
sideration is money won at gam- 
bling would not apply to avoid the 
draft in the hands of an innocent 
purchaser although the holder lost 
it at gaming; irrespective of the 
doubtful question whether the Ne- 
gotiable Instruments Act protects 
holders in due course in all cases of 
instruments based upon gambling 
consideration which are declared 
void by local state statute. At the 
same time, in view of the uncer- 
tainty of the question and the fact 
that the customer will indemnify the 
bank against loss, I believe its 
proper course is to stand suit upon 
the draft and leave it to the court 
to decide. 


Usurious Note Payable at Bank 


A note payable at a bank is equiv- 
alent to an order to the bank to pay 
the same for the account of the 
maker and it is the duty of the bank 
to pay when presented at maturity 
where the account is sufficient—But 
this duty presupposes a valid note, 
and where a note payable at a New 
York bank promises to pay a usu- 
rious rate of interest which renders 
it void under the New York statute, 
payment of the note by the bank 
would be unwarranted. 

From New York—A customer of the 
bank, buying goods from a corporation 
in another state, is obliged to give his 
note in payment. The corporation re- 
fuses to accept the note unless it_ is 
drawn with interest at 8 per cent. The 
customer complies, making the note pay- 
able at the bank, where his checking ac- 
count balance is sufficient to cover when 
it is presented for payment. The note 
is presented through the exchange, and. 
in the absence of any specific instruc- 
tions from the customer, should the 
bank pay the note, with the usurious 
rate of interest, or should it return the 
note protested? Would the bank be 
liable to the customer provided it did 
pay the note and charge to the cus- 
tomer’s account? 


Section 87 of the Negotiable In- 
struments Act provides: “Where 
the instrument is made payable at a 
bank it is equivalent to an order to 
the bank to pay the same for the 
account of the principal debtor 
thereon.” 
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Ordinarily, therefore, when a cus- 
tomer makes his note payable at 
bank and his balance is sufficient 
when the note is presented for pay- 
ment at maturity, it is the duty of 
the bank to pay the note the same 
as it would his check. 

But this duty, of course, presup- 
poses that the note is valid and that 
there is nothing illegal or irregular 
about it. In the case submitted, the 
note is drawn with interest at 8 
per cent. This is usury under the 
law of New York. 


By the New York statute, an in- 
strument tainted with usury is ab- 
solutely void. (Gen. Business Laws 
N. Y. [Cons. Laws, Ch. 20], Secs. 
370, 371, 373.) The statute is per- 
emptory and unequivocal in enact- 
ing that an usurious obligation is 
absolutely void, and the legislature 
did not by enacting Section 96 
of the Negotiable Instruments 
Law intend to abrogate the rule. 
(Sabine v. Paine, 223 N. Y. 401, 
where the court said: “An in- 
strument which a_ statute, ex- 
pressly or through necessary im- 
plication, declares void, strictly 
speaking, is a simulacrum only. It 
is without legal efficacy. It cannot 
obligate a party or support a right. 
In Claflin v. Boorum [122 N. Y. 
385, 388] we said: ‘A note void in 
its inception for usury continues 
void forever, whatever its subse- 
quent history may be. It is as void 
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Department their own property was 
of no avail against the title of the 
plaintiffs as holders in due course. 
It is stated that there will be an ap- 
peal in this case although, at this 
writing, no notice of appeal has 
been filed. In this case, there was 
no question of purchase from a 
stranger involved and evidently, in 
the opinion of the court, there were 
no facts alleged sufficient to raise a 
question as to the good faith of the 
plaintiffs requiring submission to a 
jury for decision and verdict was, 
therefore, directed for the plaintiffs 
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in the hands of an innocent holder 
for value as it was in the hands of 
those who made the usurious con- 
tract. No vitality can be given to it 
by sale or exchange because that 
which the statute has declared void 
cannot be made valid by passing 
through the channels of trade.’ The 
rule has general recognition in ju- 
dicial opinion.’’) 

As the note in question is void for 
usury, payment of the note would 
be unwarranted and the bank would 
render itself liable if it paid and 
charged the note to the customer’s 
account. In such a case the bank 
should return the note which, being 
void for usury, does not call for 
protest. 


Signs of the Times 


Bank Commissioner W. T. Max- 
well of Arkansas has sent the 
following letter to the banking in- 
stitutions under his supervision : 


Watchmen, what of the hour? Have 
the weeks been fair, friendly and favor- 
able? Has the foundation of your bank 
house a better bank on it than it had 
ninety days ago; now, really? Has the 
“better bank” a better banker in it than 
it had before, honor bright? 

Well, we’re still open. True enough, 
but what of the bills receivable, have they 
upped or downed? What of the bills 
payable, have they been chiseled to fair 
proportion, and have the deposits slipped 
away meanwhile? How does it look this 
very now? What of the hour! 
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Now what you have is what you must 
make a REAL BANK out of. It can be 
done, and YOU can do it. Do you know 
90 per cent. of all business is handled 
through banks? Business, then, can re- 
vive no sooner than the banks become 
vigorous and can function “under their 
own steam.” 

From November 15 to January 31 the 
following happened: 

363 banks reduced the bills re- 
$16,172,700.48 
39 banks increased the bills re- 


556,303.43 
199 banks reduced the bills pay- 

81 banks increased the bills pay- 

50 banks increased deposits by. 3,448,845.77 


352 banks reduced deposits by.. 15,067,008.94 


Every BANK should be STRONGER 
for the above; are you? Some of the 
fellows are; you ought to be one of the 
“some,” 

We're not out of the brush yet, not by 
any meafis—keep chopping and whistling. 
We can, we will. Business demands the 
BEST of us, of you. Results will be 
the measure of the “best.” 

We are just now for the first time 
making headway getting out of the war 
period. 

Every citizen, banker or what not must 
heave HIS OWN LOAD. 


Compare your borrowings with any 
previous non-war period, and soberly 
weigh, measure and analyze your findings, 

STRENGTHEN your bank by SHAK- 
ING LOOSE large age-old receivables. 
BUILD your reserve from COLLEC- 
TIONS, REDUCE your payables to 
normal and HOLD THEM THERE. 
Large borrowings for “accommodation” 
lending is a short cut to Chancery Court. 

If your bank IS NOT what it ought 
to be and what you want it to be, begin 
today to BUILD it beyond criticism. 


as Purchasers of Stolen Liberty Bonds 


(Continued from page 610) 


under the general rule which gives 
a superior title to the holder in due 
course of bearer paper notwith- 
standing the fact that it has been 
stolen. 

In conclusion, notwithstanding 
there are some expressions of indi- 
vidual judges to the effectthat no 
banker or other purchaser should 
acquire bearer paper from a 
stranger without first making some 
inquiry or investigation, the weight 
of authority supports the rule that 
the mere fact that the prospective 


seller is a stranger and no inquiry 
is made as to his identity, is not suf- 
ficient to deprive the purchaser of 
the status of a bona fide holder. At 
the same time, whenever there are 
any surrounding circumstances 
which excite suspicion, it would 
seem always the part of prudence 
for the prospective purchaser, not 
only in his own interest but in the 
interest of prior owners, to proceed 
with caution and make such inquiry 
as will satisfy a reasonably prudent 
man of the bona fides of the pro- 
spective seller. 
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BANK OFFICIAL NoT LIABLE FoR LossEs 
on LoAN BY BANK TO CORPORATION IN 
WuicH HE Is OFFICER AND STOCK- 

HOLDER— WASHINGTON 


A bank sued M. E. Earles, a member 
of its Board of Directors, and of the 
Executive Committee of such board, its 
vice-president and one of its principal 
stockholders, seeking to hold him per- 
sonally liable for losses on loans made 
to an irrigation company of which he 
was an officer and stockholder at the 
time of the loans. At such time the 
irrigation company was a going concern, 
with assets largely in excess of its lia- 
bilities. While interested financially in 
both lender and borrower, Earles did 
not conceal anything from, or misrepre- 
sent anything to, the lender, and con- 
sequently was held not liable to such 
lender, although he did not obtain the 
formal authorization of the loan by the 
Executive Committee of the bank in the 
manner required by its by-law, since the 
by-law was habitually ignored by the 
officials of the bank, all of whom knew 
of the loans and made no objection to 
them. American Savings Bank & Trust 
Co. v. Earles, 194 Pac. (Wash.) 555. 


PapeR TRANSFERRED BY ForEIGN Cor- 
PORATION DornG BUSINESS IN STATE 
WitHout CompLy1inc WITH STATU- 
TORY PREREQUISITES VOID IN 
Hanps oF Hotper IN Due 
CoursE—UTAH 


A bank in Utah sued on notes which 
had been transferred to it by indorse- 
ment before maturity for value, by a 
foreign corporation, which was doing 
business in the state without complying 
with the statutory requirements neces- 
sary to authorize such a corporation to 
do business therein. The defense was 
that such non-compliance on the part 
of the corporation rendered the. note 
absolutely void, so that a holder in due 
course could not sue thereon. The Utah 
Statute provides with respect to a non- 
complying corporation that “every con- 
tract, agreement and transaction made 
or entered into by or on behalf of such 
corporation within this state shall be 
wholly void on behalf of such corpora- 
tion and its assignees and every person 
deriving any interest or title therefrom.” 
The court held that the fact that the 
indorsement by the corporation was un- 
necessary, since the paper was payable 
to bearer, because indorsed in blank by 
the payee, was immaterial, since the 
method or medium of transfer had no 
bearing on the question, and also held 
that under the express words of the 
statute the notes were unenforceable 
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even by a holder in due course, distin- 
guishing the case from National Bank 
of Commerce v. Pick, 13 N. D. 74, 99 
S. W. 63 and Commercial National Bank 
v. Jordan, 71 Fla. 566, 71 South. 760, both 
of which held that statutes rendering 
contracts void on behalf of the non- 
complying corporation and its “assigns” 
did not apply to holders in due course 
of negotiable paper, taking through the 
corporation, on the ground that the 
wording of the statute was different. 
First National Bank of Price v. Parker, 
194 Pac. (Utah) 661. 


“CasH ON HANpD” INCLUDES MONEY IN 
BANK IN ForM OF SHOoRT-TIME CER- 
TIFICATES OF Deposit—IowA 


John G. Johnston made several pecu- 
niary bequests amounting to $17,000 to 
be paid “from the cash which I may 
have on hand at the time of my death.” 
At the time of his death there was no 
cash on hand in a literal sense except the 
amount of $4.53. He had, however, 
short-time interest-bearing certificates of 
deposit to the amount of $11,000, which 
the court, in order that the legacies might 
be paid in part, held to be within the 
term quoted. The court noted several 
provisions of the will which tended to 
show that the testator thought of these 
certificates of deposit as “cash on hand,” 
stating that in construing wills “account 
must be taken of common parlance. 
which is often quite unconscious of the 
technical meaning of legal terms.” In 
tain Estate, 180 N. W. (Iowa) 


PAYMENT OF CoRPORATE FuNDs For Pur- 


CHASE Price oF StocK WHICH ONE 
STOCKHOLDER BouGHT FROM AN- 
OTHER—RATIFICATION—No_ ReEcov- 

ERY FROM BANK _ RECEIVING 
CorPORATE FUNDS WITH 
NotricE—TENNESSEE 


Kearney, who owned nearly half of 
the stock of the Memphis Lumber Com- 
pany, bought the other half of such stock 
from Wilson, and gave notes for the 
purchase price, which Wilson discounted 
with a bank. Some of these notes were 
afterwards paid with the funds of the 
corporation, of which fact the bank was 
chargeable with notice. 

Kearney was the “practical owner” of 
all the corporate stock and dominated 
the affairs of the corporation. When 
payments were made on the notes, they 
were charged originally to “special ac- 
count—Wilson notes.” Later the spe- 
cial account was carried over to “sur- 
plus.” Finally “surplus” was credited 
with the entire amount paid and the 
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account of Kearney was charged. This 
method of bookkeeping was known to 
everyone connected with the corpora- 
tion and was expressly ratified and ap- 
proved at a stockholders’ meeting. The 
trustee under a general assignment for 
the benefit of creditors of the corpora- 
tion sued the bank to recover the amount 
of the payments, but the court denied 
recovery. It held that although the ad- 
vance to Kearney by the corporation was 
ultra vires it was none the less the act 
of the corporation. In view of the rati- 
fication of the act by the corporation and 
the fact that the bank surrendered the 
notes indorsed by Wilson, a perfectly 
solvent indorser, the court considered 
it inequitable to compel the bank to re- 
pay the money. It also held applicable 
the general rule that where the parties 
are in pari delicto the court will leave 
them in the position in which they have 
placed themselves. The trustee was held 
to have no greater right of recovery 
than the corporation would have had. 
and in any event, as representative of 
creditors becoming such subsequent to 
the transaction in question, could not re- 
cover, since there was no proof of intent 
to defraud these creditors. Memphis 
Lumber Co. uv. Security Bank & Trust 
Co., 221 S. W. (Tenn.) 182. 


Fipuctary RELATIONSHIP OF Trust Com- 
PANY AND Its PresIpENT TO HErRs OF 
DECEASED, OF WHosE Estate It Is 
ADMINISTRATOR— MISSOURI 


The following statement found in a 
recent case, while not strictly necessary 
to the decision, is interesting in connec- 
tion with the nature of the relationship 
between a trust company and its officers 
on the one hand and the beneficiaries of 
the estate on the other: “It is true that 
defendant trust company, being the ad- 
ministrator of the estate of Edward 
Walsh, Jr., deceased, was trustee for and 
occupied a highly confidential relation 
to the plaintiffs, and defendant Julius 
‘S. Walsh, being president of the trust 
company, also occupied such confidential 
relation, and neither could acquire by 
gift or purchase from the plaintiffs any 
property belonging to the estate of their 
deceased husband and father, except 
under the most perfect understanding 
of their rights and by their entirely free 
and voluntary act.” Walsh v. Walsh, 
226 S. W. (Mo.) 236, 242. 


Usury—Law or WHIcH State GovERNS 
—TENNESSEE 


Several notes were executed, dated 
and delivered in Alabama by a resident 
of Tennessee to a resident of West Vir- 
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ginia, both temporarily in Alabama. 
They bore interest at the rate of 8 per 
cent., a legal rate of interest in Alabama. 
They were, however, made payable in 
Tennessee, in which state the rate of 
interest would be usurious. The notes 
were given for services rendered in Ala- 
bama and were intended by neither party 
to evade the usury laws of Tennessee. 
Whether the notes can or cannot be col- 
lected depends on whether the usury 
laws of Alabama or those of Tennessee 
govern. The court laid down this gen- 
eral rule: “That neither the place of the 
execution nor the place of performance 
conclusively fixes the law governing a 
contract, but this is to be determined 
from the intention of the parties 
gathered from the instrument itself, 
taken in connection with all the circum- 
stances surrounding the transaction. Of 
course, this intent, when ascertained, 
must have been entertained in good faith, 
and not for the purpose of evading the 
usury law, and, before the contract can 
be determined to be controlled by the 
law of any particular state, the intent 
must be reasonably referable to a place 
where sqgme important element of the 
contract has its situs. In arriving at 
this intent the presumption is against the 
intent to violate the law, especially where 
several of the elements of the contract 
have their situs in that state where the 
contract is a valid one.” The court then 
held that “since this contract was exe- 


cuted and delivered in Alabama, and 
the only element which tends to make 
it a Tennessee contract is the fact that 
it was payable in Tennessee, applying 


the rule just stated, we must conclude 
that the parties intended the contract 
to be an Alabama contract, and being 
valid under the laws of Alabama, it is 
enforceable in this state.” Bowman v. 
Price, 226 S. W. (Tenn.) 210. 


Usury. WHERE ENTIRE SERIES OF RE- 
NEWAL Notes TAINTED WITH UsuRY 
Att Interest May Be 

DUCTED FROM PRINCIPAL OF NoTte— 
MICHIGAN 


A borrower from a private banking 
firm gave a 90-day note for $300 and 
paid $6 as interest or discount. This 
note was renewed some 47 times, and 
at each renewal the $6 discount or in- 
terest was paid in advance. An action 
was brought on the last of these renewal 
notes and the defense of usury was 
interposed. $288 had been paid in dis- 
count or interest. This was at the rate 
of 8 per cent. and in excess of the statu- 
tory rate, and hence defendant claimed 
that the plaintiff bank, which had suc- 
ceeded the banking firm with notice of 
the transaction, could recover only the 
amount of the note less the total interest 
or discount paid. The court held that 
it was immaterial that the usurious inter- 
est was paid in advance and called “dis- 
count.” It also refused to consider the 
contention that the facts surrounding 
the original transaction showed an 
agreement for a long-time loan to be 
renewed at frequent intervals, since there 
was no definite agreement to that effect, 
and said that the case resolved itself 
into the single question whether, as be- 
tween the immediate parties to the 
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transaction and those taking with notice 
the maker, when sued upon the last of 
a series of renewal notes, upon all of 
which the usurious interest has beens 
collected, can have applied as payment 
the amount paid as interest. The court 
considered text books and numerous 
cases both in Michigan and in other 
jurisdictions and held that the amount 
paid as interest could be deducted. “To 
hold otherwise would be to point a way 
to the evasion of this beneficent  stat- 
ute.” Gladwin State Bank v. Dow, 180 
N. W. (Mich.) 601. 


PAYMENT MADE BY COLLECTING BANK BY 
MistTAKE. RIGHT TO RECOVER. 
EstTopPEL.— NEBRASKA. 


A corporation dealing in grain drew 
a draft upon a consignee in Baltimore 
for the amount of a shipment of grain, 
which draft was forwarded to a Balti- 
more bank for collection. The bank by 
mistake, without having collected the 
draft, paid out the amount, which 
fund came into the possession of the 
drawer, and sues the drawer for pay- 
ment made by mistake. The Nebraska 
bank, which was made payee of the 
draft, received notice of its dishonor, 
telegraphed to the Baltimore bank for 
information, and received a telegram in 
reply, that it had been paid. The drawer 
asserts that the Baltimore bank is es- 
topped to deny the truth of the state- 
ment in the reply telegram but the court 
held that as there was nothing to show 
that the drawer was in any way preju- 
diced by the statement, there was no 
estoppel. The court further held that 
as the payment was induced by a mis- 
take of fact, it could be recovered. Mer- 
chants’-Mechanics’ First National Bank 
v. Cavers Elevator Co. 180 N. W. 
(Neb.) 588. 


Amount oF Recovery oN Note PAYABLE 
IN ForeIGN Money. Wuat oF 
EXCHANGE GOVERNS?—NEw YorK 


In 1915, at Paris, Demme made prom- 
issory notes payable in frances to the 
order of Revillon, in payment for shares 
of stock of a French corporation. Both 
parties to the contract resided in France, 
and the notes were made payable in that 
country. Ina suit brought in New York 
state the sole question was as to the 
amount of the judgment for the plaintiff, 
that is, whether the exchange should be 
computed (1) at the par rate of ex- 
change, (2) at the rate of exchange at 
the maturity of the notes, .(3) at the 
rate at the date of the commencement 
of the action, or (4) at the rate at the 
date of the entry of judgment. The 
court said that “to compute the sum due 
at the par rate of exchange would be 
in effect to require defendant to pay in 
gold, although the notes were not made 
payable in gold. Plaintiff’s loss in the 
transaction by reason of the depreciation 
in French money did not arise or result 
from defendant’s breach of his contract 
in not paying the notes when they be- 
came due. The general rule is that the 
lex loci contractus, and not the lex fori, 
governs as to the elements and amount 
of damages recoverable for breach of 
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contract. 12 Corpus Juris, 486. In this 
case, however, in absence of evidence to 
the contrary, it is to be presumed that 
the law of France is similar to our own, 
and therefore, under the French law 
the loss from the depreciation of the 
money of that country is not an element 
of the recoverable damages, and that 
the only damages that may be recovered 
for non-payment of money is interest.” 
The court held that the rate of exchange 
to be applied was that at the date of the 
commencement of the action, since “the 
notes become payable in dollars upon 
plaintiff's demanding of their payment 
in this state. The commencement of the 
action was equivalent to such a demand. 
The amount due in dollars depended on 
the rate of exchange existing at the time 
of the demand or, in this case, the com- 
mencement of the action. Under the 
law of this state it was the defendant's 
duty forthwith upon demand to pay the 
amount in dollars, and he should not 
be permitted to take advantage of a 
change in the rate of exchange in his 
favor by Revil- 
lon v. Demme, 185 N. Y. Supp. 443. 


RicHt oF AtTrorRNEY TO SIGN CLIENT’s 
NAME TO INDORSEMENT OF CHECK— 
EstToprpeL OF CLIENT BY NEGLIGENCE 

—ILLINOIS 


In settlement of a judgment, Miller, 
an attorney, received a check payable to 
the order of “Olgo A. Crahe, judgment 
creditor, and order of J. Marion Miller, 
attorney for judgment creditor.” Miller 
indorsed the check as follows: “Olga A. 
Crahe, Judgment Creditor, J. Marion 
Miller, Attorney for Judgment Creditor, 
J. M. Miller, ” and deposited it in a Chi- 
cago bank for payment. The check was 
paid and the proceeds deposited in this 
bank to the credit of Miller. The Mer- 
cantile Trust & Savings Bank, the 
drawee, which had paid the check, was 
later sued by the judgment creditor, who 
contended that her signature was a for- 
gery and that Miller had wrongfully ap- 
propriated the money. The court said 
that “the principal question presented 
for consideration is whether an attorney 
employed to prosecute a suit to judg- 
ment has authority to indorse a check 
made payable to the order of his client, 
received in satisfaction of the judg- 
ment,” and held that there was no such 
authority. It said that even if the con- 
tract of employment gave the attorney 
authority to retain his commissions of 
fees, this authority would not amount 
to an authority to indorse commercial 
paper. 

The bank further contended that the 
judgment creditor was estopped from 
recovering because she acted negligently 
in her transactions with Miller. He had 
represented to her that she could get 
only a small amount, and on his repre- 
sentations and advice she agreed to set- 
tle for that amount, and received what 
Miller said was the balance due after 
payment of costs. The court, however, 
held that her negligence would not bar 
recovery, since she was under no duty 
of care to the drawee bank. Crahe v. 
Mercantile Trust & Savings Bank, 129 
N. E. (Ill.) 120. 


in 


Changes in Personnel 


J. WOHLENBERG, §for- 
merly cashier of the Hol- 
® stein Savings Bank of Hol- 
stein, Iowa, is now president of that 
institution. Mr. Wohlenberg is state 
chairman of the Legislative Council 
for Iowa, succeeding Geo. S. 
Parker. 


A. D. Macgillivray, who has been 
manager of the Royal Bank of Can- 
ada at Maracaibo, Venezuela, will 
in the future be stationed at Bar- 
ranquilla, Colombia. There is, 
therefore, a vacancy in the office of 
vice-president for Venezuela in the, 
American Bankers Association. 


Arthur Lederer has been elected 
vice-president of the Standard 
Bank, Avenue B, corner Fourth 
Street, New York City. He will 
have personal supervision of the 
new business department. 


James E. Montgomery has been 
chosen president of the Bank of 
Southwestern Oregon, succeeding 
Senator Charles Hall. Mr. Mont- 
gomery was one of the organizers 
of the bank and has been vice-presi- 
dent since its establishment. 


Oscar Wells, vice-president of 
the First National Bank of Bir- 
mingham, Ala., has been appointed a 
member of a commission which will 
make an effort to straighten out the 
confused financial situation of Cuba 
and bring to an end the moratorium. 
The appointment was made by 
President Menocal of Cuba. 


The Asia Banking Corporation, 
whose principal office is at 35 
Broadway, New York City, has 
opened an office in San Francisco 
in the Robert Dollar Building, 301 
California Street. This banking in- 
stitution now has nine branches in 
the Far East, namely, at Shanghai, 
Hankow, Peking, Tientsin, Hong- 
kong, Changsha, Canton, Manila 
and Singapore. 


The First National Bank of 
Leeds, N. D., has elected L. I. Wal- 
den cashier to succeed J. H. Dooley, 
and has elected W. O. Morris as- 
sistant cashier, succeeding Mr. 
Walden. 


J. J. Larkin, manager of the 
Paris office of the Equitable Trust 
Company of New York, announces 
the opening of a travelers’ service 
bureau, under the supervision of a 
travel expert. 


The First-Bridgeport National 
Bank and the Connecticut National 
Bank of Bridgeport have been con- 
solidated under the name of the 
First National Bank of Bridgeport. 
The consolidated institution has a 
capital and surplus of over $4,000,- 
000 and resources of over $22,000,- 
000, making the largest national 
bank of Connecticut in point of de- 
posits and assets. The officers of 
the new institution are as follows: 
Chairman of the board, Charles G. 
Sanford; president, Edmund S. 
Wolfe; first vice-president, Louis 
B. Powe; vice-presidents, Walter 
B. Lashar, Sumner Simpson, Peter 
W. Wren; cashier, Robert A. 
Beers ; assistant cashiers, F. N. Ben- 
ham, Jr., J. M. Merwin, M. S. Sis- 
trand, H. C. Woodworth; trust 
officer, Frank T. Staples. 


Willoughby G. Walling has been 
elected president of the Chicago 
Morris Plan Bank, succeeding Jo- 
seph E. Otis, who has been made 
chairman of the board. 


M. M. Vaughan has been chosen 
president of the First National 
Bank of Matoaka, W. Va., succeed- 
ing R. B. Parrish, resigned. H. E. 
Clark was elected cashier to succeed 
Mr. Vaughan, who has heretofore 
held that position. 


H. A. Truslow, formerly trea- 
surer of the Security Trust Com- 
pany of Hilo, Hawaii, was elected 
vice-president of that company at 
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a recent meeting. and T. D. Col- 
lins, formerly cashier, was elected 
treasurer. Leslie Forrest, formerly 
assistant cashier, was elected cash- 
ier. 


The Louisiana Savings Bank and 
Trust Company of Monroe, La., 
has elected the following officers: 
President, A. Collman; cashier, A. 
K. Kilpatrick; assistant cashier, 
Jeff Connella. 


Geo. S. Parker, member of the 
Executive Council of the American 
Bankers Association, from Iowa, 
has been appointed first vice-presi- 
dent of the National Bank and 
Trust Company of Pasadena, Calif. 


J. A. Pondrom, formerly with 
the South Texas Commercial Na- 
tional Bank of Houston, Texas, has 
been chosen president of the City 


‘National Bank of Dallas, Texas, in 


which institution he formerly was 
assistant cashier. S. M. McAshan 
has been elected first vice-president 
of the South Texas Commercial 
National Bank, succeeding Mr. 
Pondrom; E. P. Stallings, formerly 
chief clerk, was appointed an addi- 
tional assistant cashier. 


J. G. Hughes has resigned as 
vice-president of the Missouri 
Bankers Association to accept an 
appointment as State Bank Com- 
missioner. J.-E. Garm, cashier of 
the Joplin National Bank, has been 
chosen to succeed Mr. Htighes as 
vice-president of the Association. 


The Rucker Bank of Lake Ste- 
vens, Wash., has elected these offi- 
cers: President, W. P. Bell; vice- 
president, Frank L. Cooper ; cashier, 
H. C. Bell. 


Ned R. Rice has been chosen 
active vice-president of the Talla- 
hatchie Home Bank of Charleston, 
Miss., and is succeeded in the office 
of cashier by C. B. Parrish. 
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J 
School Savings Statistics 
SEPTEMBER, 1920, TO JANUARY, 1921, INCLUSIVE 
(Compiled by American Bankers Association, Savings Bank Division) 


Systems are indicated by same numbers as in the table for the year 1919-1920, and description, this JouRNAL, December, 1920, as follows: No. 1A, 
Pass Book; 1B, Thiry; 1C, Uplifthrift; 1D, Rieman; 1E, Certificate; 1F, Educational Thrift Service; 2A, Stamp Card Systems; 2B, Automatic Receiving 
Tellers; 3, Punch Card; 4, Envelope. 


BALANCE, JANUARY 31st 
Plan | Installa- Partici- Transferred 
No. tion Schools pating Collections i to Savings 
Accounts School Pupils’ 
Fund Accounts 


Tora.s, YEAR 1919-1920 1,015,653 | 462,651 | $2,800,301.18 


TOTALS, THIS REPORT... eres J 1,430,936 | 634,308 | $1,691,856.55 | $583,009.14 | $364,339.06 | $381,488.80 "$3,819,383 .5 819, 383 = 


North Atlantic 
New HAMPSHIRE 


Portsmouth? 


VERMONT 


Bennington? 
Burlington 3,2 $5,234.70 $2,662.2 


MASSACHUSETTS 


Attleboro...... 
Beverly... 


Lawrence 
Medford. . 

Methuen. . 

Newburyport. 

Newton.. 


Southbridge? 


402. 
2,517. 
12,823. 11,288 .¢ 


Westborough... 
Weymouth 


RuopvE ISLAND 


Central Falls. . 
Lincoln. . 


CONNECTICUT 
Ansonia 10,427. 


Danbury.. 2'590 2,512. 


New 3 995 1.672. 
South Manchester 1,838 1,562. 


Middle Atlantic 


378 
1 


87 
New York City‘ 109,125 
Rochester............... 14,218 


New JERSEY 


Bloomfield . 600. 3 5,998. 
.28 1 


640 
CITY | 
| 
Arlington................| 2B 1 1 481 240 255.52 81.31 107.36 1 123.94 
1A 1908 16 3,545 1,851 5,859.54 106.59 3,373.00 4,180.13 260.42 
1A 1912 13 4,629 4,629 4,782.08 791.79 3,479.00 3,301.98 239.12 
1A 1 16 12,47 6,536 16,848. 57 80.18 | 11,457.56 1 9,642.20 
: 1919 8 1,95: 1,230 18. 108.08 369.59 959.52 1,119.14 
1A 5 1,548 345 246.53 93.67 1 187.34 1 
Cambridge...............| 2B 1917 11 6.779 2,833 5,854. 69 2,672.28 1,926.63 1 3,963.84 
Chelsea..................| 14 1914 5 6,323 3,692 8,813.17 1,034.95 5.799 .09 6,566.40 1 
Dalton..................) 1A 1912 3 650 500 685.14 1 1 10,059.79 1 
Hamilton...............-| 1A 1912 1 294 196 258.71 2.50 216.00 133.77 1 
2B 1920 23 8,563 1 5,875.55 6,716.70 1 i 4,973.63 
3 1920 8 4,108 1,051 3,787.78 107.37 1 3,543.50 136.91 
1 1 18 5,420 2,300 3,225.84 368.08 1 10,169. 60 1 
1A i 4 1 1 595.81 3.47 362.61 1 304.27 
1A . 10 1,532 915 2,388.37 81.20 1,889 . 28 1,048.57 1 
1A 1920 1 604 166 623.26 13.28 1 673.56 1 
North Andover...........| 1A 1912 3 i 1 1,428.08 17.31 953.08 1 543.08 
Salem | 1A 1912 9 1,882 1,304 3,926.17 300.88 1,899.00 28,049.45 1 
1A 1909 765 121 187.28 15.49 13.50 240.00 1 
Swampscott..............| 3 1920 3,097 1,147 945.41 85.85 721.18 3,587.72 1 
Topsfield................| 14 1912 147 74 99.67 "30 . 78.00 49.08 1 
1A 1912 155 90 160.04 4.05 150.00 95.99 1 
1A 1893 556 299 48 
1A 1912 1 2,665 2,115 b9 
2B 1917 3 14,609 7,407 8 
oo: 1B 1901 9 1,912 715 5,977.29 289.91 4,759.79 1,273.18 1 
1 5 600 142 356.75 14.74 129.84 382.19 1 
45 521.35 9,906.10 51,494.27 1,856.00 
26 1 3,182.12 28,597.92 1,709.19 
64 143.80 2'368. 84 1 1 
43 1 1 1,413.52 439.95 
New York 
Dunkirk.................| 1A 1917 5 1,701 121 27.24 5.45 1 114.12 1 
Elmira..................| 4 1910 14 1 12,580 9,190.59 4,271.66 899.80 1 1 
Geneva..................| 1E 1920 4 2,000 700 1,489.55 40.00 1 900.00 549.55 
Hamburg................| 1F 1917 1 720 | 117.36 193.96 3 625.24 1 
Hudson..................| 1D 1915, 7 2,515 4,482.73 125.09 4,046.38 4,046.38 311.26 
222.33 4.01 188.00 i 145.30 
132,700.00 | 46,100.00 | 39,550.00 1 137,050.00 | 
21,578.30 1,775.00 | 15,981.63 38,444.14 1 
29,103.07 1 29,103.07 1 1 
4.759. 48 196.53 3,388.98 1,949.24 1 
us 1,049.17 408.91 1 1,713.74 1 
White Plains............:] 1A 1903 2,993 500 643.22 105.67 175.00 1,406.75 303.35 
2,218.45 
156.04 
1 
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SCHOOL SAVINGS STATISTICS—Continued 
SEPTEMBER, 1920, TO JANUARY, 1921, INCLUSIVE 


(Compiled by American Bankers Association, Savings Bank Divis‘on) 


BALANCE, JANUARY 


, Plan | Installa- Enroll- Partici- Cash Transferred 
: CITY No. tion Schools ment pating Collections With- to Savings : 
drawals Accounts School Pupils’ 
Fund Accounts 
PENNSYLVANIA 
Allens 1F 1917 23 9,900 8,100 $22,212.09 | $9,194.88 3 $55,785.59 1 
Bellefonte..........-- 1A 1919 2 650 702 2,444.06 563.52 a 5,828.04 1 
; Braddock. . 1F 1917 12 7,140 5,800 30,195.71 9,860.08 3 71,633.77 1 
Bridgeville. 1F 1919 1 741 513 2,798.13 440.66 $100.00 6,312.05 1 
Canonsbur, 1F 1919 7 2,603 2,426 13,414.99 3,760.08 3 19,671.27 1 
' Carnegie 1F 1917 5 1,922 1,490 3,694.53 335.90 3 10,193.92 1 
: Chester......... 1B 1891 1 6,987 2,700 15,066.00 | 11,923.23 3 46,841.41 $300.00 
Clark’s Summit 1C 1918 1 500 1 217.42 85.23 3 1 132.19 
. Clearfield 1F 1917 5 1,406 1,327 5,378.32 1,218.17 3 9,295.72 1 
Connellsville 1F 1919 5 ,000 2,500 7,458.67 927.41 3 16,647.17 1 
Coraopolis 1F 1917 4 1,300 900 560.01 446.57 3 10,886.88 1 
Farrell... 1F 1916 6 2,300 1,600 6,370.04 71.00 3 22,692.11 1 
Greensburg 1F 1919 9 4,200 3,400 10,133.17 857.16 3 32,570.76 3 
Harrisburg 1F 1917 28 10,446 5,004 15,489.02 | 10,654.58 3 32,890.54 1 
Hazleton 1F 1917 19 5,652 4,150 14,090. 23 4,422.92 3 30,032.11 1 
Lebanon 1F 1917 13 3,152 2,403 7,006.35 2,489.85 150.00 12,873.81 1 
1F 1917 4 1,400 1,200 2,149.10 225.69 3 5,800.82 1 
McKees Rocks..........- 1F 1919 5 2,173 1,825 10,252.64 2,613.02 180.00 16,062.12 1 
1917 4 2,300 1,800 3,693.01 1,207.17 3 7,086.13 
1F 1917 2 546 425 2,357.58 955.53 3 5,777.07 
1F 1917 7 4,389 2,117 7,624.06 2,388.90 3 14,001.37 
1F 1917 2 444 16 397.79 97.12 3 3,022.03 
Norristown...........++- 1A 1890 8 4,300 2,512 11,597.68 8,868.52 3 28,231.69 . 
1F 1917 7 3,287 2,644 7,170.87 1,997.47 3 13,448.57 
1F 1917 8 3,547 1,634 3,990.41 2,793.42 3 5,517.31 
7 1F 1917 13 2,200 9,816.44 5,336.98 3 20,784.90 
) Reynoldsville............. 1F 1916 2 643 428 535.41 312.15 3 4,213.87 : 
7 Schuylkill Haven. 1F 1917 4 1,004 1 3,164.24 1,196.61 8 6,536.81 
1917 47 19,635 | 15,119 53,504.47 | 21,660.32 3 110,393.90 
1F 1916 10 3,671 2,551 6,105.40 5,151.71 3 20,057.45 : 
Washington.............. 1F 1919 10 4,613 2,770 14,812.98 7,691.06 4 16,478.56 : 
: West Chester...........-- 1B 1 5 2,100 765 3,176.52 907.20 3 9,419.77 : 
West Hazleton........... 1F 1917 2 1,133 644 2,108.78 509.00 3 3,505.01 7 
West Middlesex.......... 1F 1919 1 254 134 4,556.40 126.45 55.50 842.94 b 
Wilkes-Barre...........-- 1F 1917 43 20,950 | 12,549 52,558.66 | 13,073.35 1,857.93 93,470.47 
Williamsport............. 1A 1890 12 1,900 10,790.47 500.00 480.48 28,954.38 
1F 1917 5 2,333 1,800 14,026.96 3,288 .08 3 32,000.39 
East North Central 
OxI0 
2A 1917 10 3,700 1,000 2,250.16 500.00 1 10,428.44 
1D 1911 2 640 256 1,209.52 1,105.60 1 1 111.37 
Columb { 2A 1902 25 12,549 3,363 9,939.16 7,555.34 1 66,201.19 609.83 
2A 1910 7 3,925 1,200 2,675.16 4,790.67 437.32 17,259.36 
1F 1919 28 19,737 | 16,800 37,722.02 | 13,025.32 3 66,775.17 
East Liverpool........... 2A 1912 19 4,111 1,725 6,718.04 3,284.22 1 17,227.55 2,725.43 
4 East Youngstown......... 1A 1919 5 2,163 764 3,976.62 572.66 3 4,865.89 3 
2A 1916 8 2,450 1,000 3,484.28 1,264.76 1 1 13,108.23 
2A 1900 60 3,400 | 11,000 28,035.95 1 28,309.10 | 114,863.53 15,400.27 
4 ,000 5, 1,676. 630.32 691. 
1A 1906 { 5,000 3/000 8'409 96 3'995.16 3 19,600.58 1 
INDIANA 
cs 1F 1919 18 12,000 7,000 9,527.23 1,451.54 23,977.85 : 
Huntington 1F 1920 6 2,417 1,747 2,972.53 668.18 3,303.93 
Logans sport 1F 1920 12 2,783 2,224 4,225.52 1,380.88 3 6,084.55 
New A pany 1F 1920 12 3,300 1,800 4,171.25 1,401.99 3 6,313.73 
1F 1920 6 2,100 965 1,422.45 394.09 15.00 1,661.62 
1F 1920 4 1,300 500 1,191.61 32.61 3 1,820.19 
5 Terre Haute............. 1F 1920 34 12,414 9,000 25,845.47 5,233.06 3 32,079.11 : 
1F 1920 4 1,100 570 1,847.21 97.19 25.00 1,725.02 
ILLINOIS 
; System A] 3 1914 3 3,181 1,636 786.42 530.31 355.00 1 1,530.60 
Chicago....... «  B] 2B 1921 3 2,800 1,500 2,183.00 260.70 250.00 250.00 1,672.30 
1 1 1 1,200 580 1,734.50 1,089.72 1 1 642.41 
. Kankakee........... 2A | 1907 9 2,270 1,438 5,883.99 1 5,093.15 1 963.81 
. Mattoon (part) 1F 1920 8 2,541 ,000 2,107.90 980.16 ie 4,838.34 
6 Pootit.......0:2 2A | 1914 18 10,000 1 9,640.25 7,866.50 1 1 1,773.75 
+ Rock Falls. . 2A 1912 2 604 210 401.68 92.38 16.01 1,222.65 
0 Rock Island 2A 1 15 4,078 2,928 5,662.16 547.47 i 35,933.73 2,756.54 
MICHIGAN 
Albion... 1F 1920 5 1,797 776 2,458.62 916.81 3 6,346.05 . 
Allegan 2B 1918 2 520 100 54.24 42.31 1 1 64.86 
1F 1920 4 1,425 800 1,549.80 191.03 1 1,358.77 
5 Battle Crasie,.....c0s005: 2A 1912 14 5,092 1 1,636.16 1,319.58 1 i .3 
‘4 Grand Haven............ 2A 1905 3 1,503 450 329.74 69.78 32.50 1,508.93 19.7 
Grand Rapids............ 2A 1896 44 13,200 | 10,000 45,310.08 | 34,617.69 1 88,419.32 
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SCHOOL SAVINGS STATISTICS—Continued 


SEPTEMBER, 1920, TO JANUARY, 1921, INCLUSIVE 
(Compiled by American Bankers Association, Savings Bank Division) 


BALANCE, JANUARY 31ST 
Plan | Installa- Enroll- Partici- Cash Transferred 
No. tion Schools ment pating Collections With- to Savings 
drawals Accounts Pupils’ 
Accounts 


MICHIGAN—Conti nued 


Houghton 
Lansing. .. 
Marine City 


WISCONSIN 


La Crosse 11,495. 


West North Central 
MINNESOTA 


20,000 5. 1 102,494. 
40,000 38,391.81 425,167. 60,892. 
31,765 . ‘ 8,749.30 8,540. 15,820. 


Charles City 4,707. 
Clinton A 1 43,538. 


MIssouRI 
Kansas City 48,775. 


NEBRASKA 
Lincoln 15,970. 683.42 
12,481 47,329. ‘ 45,094. 1 


South Atlantic 
DELAWARE 


New Castle 713. ‘ 2,018. 


VIRGINIA 


Richmond 24,056 49,235. : 46,335. 


6,925 6,550. . 3,875. 2,400.95 
East South Central 
KENTUCKY 


Covington 10,242. 

Lexington 4,259. 

Louisville ‘ 68,182. 

Owensboro............... 3,000 500 4,481. 
TENNESSEE 


23,963 14,913 29,524. 


1,500 771 ‘ 1,104. 


West South Central 
LouIsIANA 


New Orleans 38,886 29,164 34,441. , ; 11,402. 


OKLAHOMA 


Pacific 
CALIFORNIA 


1914 1,627.50 345.00 
1911 @ 968.12 751.33 4,378. M3 
1909 65,900.39 49,222.21 217,911. 7,405. 


San_ Francisco 1911 } 24,334 160,042.92 | 53,347.64 725,339.72 28,916. 9: 


(Calif. Miscellaneous). 
1910 “ 2,500 24,778.07 13,421.45 14,759.88 10,829. 5: 
1920 264 564.03 243.97 1,024.00 1 


1 Figures not available. 4 This system reports as of January Ist. 
2 No record. 8 Estimated. 
3 All collections paid direct to individual bank accounts 
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CITY 
Lesccedssccssch, A 1911 14 1,895 1,248 $443.53 $349.12 i $2,163.57 $251.08 
Pere i 21 7,659 i 11,329.40 4,723.19 $455.88 29,450.71 3,980.72 
1920 4 1,272 699 1,307.91 161.29 3 1,565.85 
oT aye eee 1920 7 895 496 1,360.63 148.41 7.84 1,294.47 1 C 
1917 4 1,070 1 201.70 39.14 95.07 1 85.75 
SOS ee 1901 5 1,839 685 799.55 1 662.03 2 533.59 
1920 15 4,625 2,500 6,271.00 750.14 5,520.86 1 I 
I 
00 00 1 40 00 1,600.00 I 
46 
r 
Duluth..................] 1A | 1920 50 P 
Minneapolis..............| 2A 1908 69 45 t 
1913 62 14 
45 300.55 
43 1 C 
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Executive Committee Meeting 


A meeting of the Executive Committee 
of the Savings Bank Division will be 
held on Monday, May 2, 1921, at the 
Hotel Carolina, Pinehurst, N. C., in con- 
junction with the spring meeting of the 
Executive Council of the American 
Bankers Association. 

Former presidents of the Division are 
requested to avail themselves of their 
constitutional privilege to attend and to 
participate in the meetings of the Execu- 
tive Committee. 


Committee on Savings 


Chairman Charles H. Deppe of the 
Committee on Savings has sent a letter 
to members of that committee requesting 
their attention to projects in school sav- 
ings banking, in which the following 
points are discussed: 

1. Development of uniform account- 
ing and reporting by the banks. 

2. Perfecting the less efficient sys- 
tems. 

3. Outlining the plan or plans which 
will be officially approved, or developed 
as an American Bankers Association 
system or systems. 

4. Obtaining the installation of a sys- 
tem in every public or private school. 

Energizing of every local system. 

6. Coordinate the savings banking 
system with the teaching of economic 
principles in all grades. 

The committee will appreciate the sug- 
gestion and cooperation of every mem- 
ber bank. 


Savings Banks’ Opportunity 


From an editorial under this title, we 
quote the New York Commercial: 

“The people must be taught thrift. 
They must be made to understand the 
difference between spending their capital 
and their income. If they can be taught 
to turn their earnings into capital, and 
to spend (from) their income only, our 
credit problem will be solved.” 

Our savings “institutions must now 
enlarge upon their former activities. Too 
many of them have hitherto been gov- 
erned by a conservatism of a formal 
character, * * * 

“The savings bank has a wonderful 
opportunity to teach Americanism and 
to combat Bolshevism. It must go out 
and seek the savings of the wage earner, 
not for the sake of the profit, but for 
the service it can render in saving him 
from himself. The savings bank owes 
It to the community.” 


Appraisal Service for Churches 


The appraisal department of the 
United States Mortgage and Trust Com- 


SAVINGS BANK DIVISION 


pany, N. Y., made a survey of the prop- 
erties of an old church which was being 
slowly strangled by social changes and 
the shifting of population. The result 
was a rearrangement of real estate in- 
vestments and a development of prop- 
erties which both protected the environ- 
ment and assured its perpetuation. 
This splendid work is described in an 
illustrated booklet entitled “Appraisal 
and Advisory Service for Churches.” 


Christmas Clubs 


The study of Christmas Clubs in 
banks on which this division will report 
in an early issue of the JourRNAL will be 
based upon data from banks of which 
the following haye already reported: 1920 
Clubs, 1,043 banks; discontinued before 
1920, 187 banks; first operating in 1921, 
157 banks. 


Why Reopen Old Accounts? 


A circular from the Noel State Bank, 
Chicago, gives the following four rea- 
sons as to why an old savings account 
should be reopened rather than a new 
one opened at that or another bank: 

1. You can thereby show that you 
have been saving money for a long time. 

2. You are more likely to continue 
saving. 

3. You keep your low number. 

4. You will be glad to see your old 
savings passbook again. 


Progressive Savings Plan 


Start a savings account at any time 
during the year with a dollar or more. 
Add to the amount of the deposit five 
cents each week. At the end of the fifth 
year the balance, with 4 per cent. inter- 
est compounded semi-annually, will be 
$652.40. This plan was figured out by 
a street car employee in Rochester, N. 
Y., and has been suggested to the public 
by the Monroe County Savings Bank of 
that city. 


News Items 


Publicity relating to the work of the 
Division was distributed to selected lists 
of newspapers, periodicals and persons 
during January and February, as 
follows: 

The U. S. Senate Report on Housing; 

Removing Exemption Privileges from 
Income Tax; 

Official Approval of School Savings 
Banking ; 

Bank Accounts Essential in Thrift 
Education ; 

State Exemption of Mortgage Inter- 
est; 
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Non-Taxable Securities Menace Busi- 
ness; 

No Building Loan Bludgeon; 

Commercial Interests Report Against 
Tax Exempt Securities; 

Segregation of Savings Deposits in 


‘Washington; 


School Savings Banks Approved by 
Principals ; 
The Tax Exempt Bond Evil. 


New York Savings Deposits 


The Second Federal Reserve Bank 
made a study of the deposits in the mu- 
tual savings banks in New York city and 
state, including the percentage of in- 
crease in deposit balances of January 10, 
1921, as compared with the same date in 
1920. The banks were grouped as to loca- 
tion in lower Manhattan, in residence and 
factory districts, elsewhere in greater 
New York and in cities in New York 
state outside of the city, with the follow- 
ing results: 


Locality Deposits % Inc. 
(millions) 
Financial Dist. $358 4.5 
Other N. Y. City $892 13.5 
Other N. Y. State $402 8.3 
Total $1,652 10.1 


Interest Rates on Savings 


“Someone asks the Georgian why 
money should be left in savings banks at 
3% per cent. and 4 per cent. when gilt- 
edged bonds will pay 5 or 6 per cent. 
Just now, when high-class bonds are sell- 
ing below par, the interest yield may be 
7 or 8 per cent. with absolute security of 
principal. 

“Those who make such queries have 
probably failed to analyze the real func- 
tion of a savings bank. The savings bank 
is the kindergarten of thrift. It is the 
school where the habit of regular saving 
is taught to beginners. It is the relent- 
less foe of the ‘stocking bank,’ which 
earns no interest and affords no real pro- 
tection for principal. 

“No up-to-date bank manager encour- 
ages his depositors to keep large sums in 
liquid savings accounts at 3% or 4 per 
cent. It-is his business to find safe 
investments for them, with a larger in- 
terest yield. But the mainstay of the 
savings bank business is the small de- 
positor. 

“In other words, the volume of de- 
positors is just as important as the ag- 
gregate volume of savings. Every new 
depositor is an asset. It is like a plow 
turning up virgin soil. 

“The war taught many lessons in in- 
dividual thrift. We rely more or less 
on savings bank managers to keep up 
the lessons in times of peace.” 
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Interest Rates in 200 Cities 


(Compiled by Clearing House Section from data furnished by Clearing House Associations, Banks and Trust Companies, and believed to be correct) 


Deposit | Savings | Certfs. | Accounts 
Federal Reserve | Accounts | Accounts of Banks and 
Deposit | Bankers 


3 
inneapolis........) N5 | 344-436] 
Montana 
4 4 2% 
i 4 2% 
Norra Dakota 
bismarek.......... 5 244 
ae 5 5-6 Nl 
Sourn Dakota 
Aberdeen.......... 4 4 3 
Sioux Falls......... 4 4 3 
WISCONSIN 
Superior........... 3 3 2-3 
Federal Reserve 
District No. 10 
Colorado Springs 3 214-3 2% 
4 3 2% 
4 3 2% 
3% 3% 3 
4 4 3-4 
3 4 3 
3 3 3 
3 3 2 
3 3 2-3 
3 3 3 
3 3-4 3 
4 4 3 
34 3 
3 3 24% 
4 4 2 
3 34 24% 
4 4-5 24 
4 + 24-3 
4 4 2% 
4 + 244-3 
3% 3-3% 2% 
4 4 3 
4 4 2-3 
4 3 
4 4 2-3 
Federal Reserve 
District No. 11 
4 
4 N6 2h 
4 4 2-3 
4 4 2-3 
4 3% 2 
3-4 34 
4 Nl 
4 3-4 2% 
4 q 24 
4 2-244 
4 4 % 
4 3 24 
4 4 2% 
4 4 2% 
4 4 2% 
4 4 2 
3 3 2 
4 2 
3 3-34% 2 
EATS. None 4 4 24% 
Salt Lake City..... 2 (N8) 4 4 2-2% 
WasHINGTON 
3 3-3% 2 
Ritzville 4 4 2 
Seattle. . 3 2 
3 4-3 2 


_Ni—No established rates, N2—Rate based on term of cer- 
tificate. N3—Varies. N4—Local banks-carry accounts with 
city cmmpantonta. N5—Not a practice to interest on 
commercial accounts; 2% in special cases. N6—Rates apoly 
to one bank only. N7—Rate on special . N&—Pub- 
lic funds. N9—2% daily; 3% monthly; 4% on quarterly 
balances. N10—No savings accounts. N1l—None -unless 
daily balance entitles deposit to recognition. N12—On daily 
balances of a few large accounts. 
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‘ Accounts Deposit | Savings | Certfs. | Accounts 
Federal Reserve | Banks and Federal Reserve | Accounts | Accounts of |Banksand 
District No. 1 Deposit | Bankers District No. 6 Deposit | Bankers 
Per Cent | Per Cent.| Per Cent.| Per Cent.| Per Cent. Per Cent. 
ONNECTICUT BAMA INNESOTA 
Hartford........... 3 7 3 2 Montgomery.:.....) Ni 4 4 2-3 
New Haven........ 2 4 244 F 
Waterbury........ 2 | 4 3-4 2 Jeskeonvilie 2 4 4 2% 
MAINE | 236 4 4 
2 4 2 2 2 4 4 3 
414 334 214 Grorota fr 
Fall River.........| 2 4 4 2 Albany............| 4 2 
Holyoke........... 2 3 3% 4 Atlanta............ None ‘ 3 3 ye 
Lowell.............| 2-244 | 3-3 | NB | 
| 314-414 Columbus..........| None 4 None 
Dublin. NI 5 NI th 
P Istanp 2-3 4 2-4 2-3 None tot 
| | 4 3 ab 
District No. 2 | Washington........| None | 4 4 None cel 
| 4 |... | av 
New Jerser | | 2 | 38% 2% N: 
Orange.........+..| Ni Nl Nl | 
Binghamton........| None | 344 344 N3 None 3-4 31, 
Buffalo...) | 4 | tio 
None | 4 2-3 | 
4 3 | ba: 
Aurora............| None None me 
| 2 2% bai 
| Decatur.........../None(N6)| 2 
| 2 4 3 2 Peoria col 
one 2 
| Ni Rockford..........| None 2 
ENNSYLVANIA 
None None Inpuna | 
None Fort Wayne....... None 24 lat 
Lancaster..........| None None Indianapolis el 
33° Cedar Rapide......| None 244 
Williamsport.......| None 2% avenport.........{ None the 
District No. 4 Mason City..:..... 3 3 cre 
es Moines........| 2-24 2% 
None - Siour City.........] None 2% 
Cincinnati.........| 2% Waterloo..........) None 3 aft 
Columbus..........| 214-3 2%-3 Muscatine.........| None 244 t 
Dayton............) 2 MICHIGAN | 
Hamilton..........) | 246-3 Adrian............] Nowe 3 loa 
| 2% Ann Arbor.........| None 2-24 ¢ 
Seeet........ None | None Bay City.......... 2 3 $21 
2-4 2-3 Flint... None 3 
oungstown. None | 2 Grand Rapids. ... . .| 2 2% 
None | 3 Kalamasoo......... None | 2% am 
| 
None 3 Saginaw...........) ..... | dre 
Greensbure Hone | Hone — | 
ireensburg........ 243 | at 
New Brightoa......| None None 
New Castle........| None None | we 
Nove 244-3 Federal Reserve 
Pitteburgh......... 8 3 District No. 8 h 
ARKANSAS 01 
_ None on 
exarkana......... 3 4 
m | None | “3 3 ai Sta 
Hagerstown........| 2 Inpiana clu 
eville.......... 4 ew Albany.......) ..... 
Charilotte......... | None 4 3 Kentucky 573 
Greensboro.........| None None Bowling Green.....| Nortie aches 3 2 wa: 
Raleigh. ...... None 3 Henderson.,.......| None 344 344 3 
Mest. .....| None Louisville..........| 2 3-4 2-3 3 Tes 
UTH CAROLINA Owensboro.........| 4 (N7 . 
None Greenville N 4 4 N 
Greenville..........) None +5 3 one one 
Spartanburg........ 2 4 2 _. Missourt 
VIRGINIA Chillicothe.........} None 3 
Newport News.....] None 4 3 Hannital........../ None 3 2 me 
None 4 None 7 2 a4 circ 
Weer Vincinta TENNESSEE $6, 
Nove 3 | 3 Menpphis..........[ 2 3 4 on 
_ 644. 


National Bank Growth 


Comptroller of the Currency pre- 

sents figures justifying the public 

confidence in the National Bank 
System. Immunity of national banks 
from failure has never before in forty 
years, excepting 1919, presented so good 
a record as in 1920. During that year 
the percentage of failed banks to the 
total capital of all national banks was 
about two one-thousandths of one per 
cent, or sixteen times better than the 
average for the entire period since the 
National Bank Act became effective. 

During the fiscal year closed October 
31, 1920, there were chartered 361 na- 
tional banks, making a total of 8,157 
banks in the national system on the date 
mentioned. At the same time these 
banks carried 20,520,177 deposit ac- 
counts, an increase of more than 2,000,- 
000 during the past year, making ap- 
proximately one deposit account in 
national banks to each five of our popu- 
lation. 

Figures more recently compiled show 
that during the calendar year 1920, the 
deposits in national banks shrank $1,- 
588,656,000 to $16,277,757,000. During 
the same period, however, time deposits, 
including postal savings deposits, in- 
creased $492,295,000. The most pro- 
nounced shrinkage during the year was 
after November 15, when it amounted 
to $683,945,000. To meet this reduction 
loans and discounts were lessened by 
$216,000,000, government securities held 
were reduced $20,000,000, and balances 
amounting to $318,000,000 were with- 
drawn from other banks and bankers. 
Lawful reserve with Federal reserve 
banks and items in process of collection 
were curtailed $141,000,000. . 

The proportion of loans to deposits, 
however, on December 29 was 74.31 per 
cent. as compared with 72.58 per cent. 
on November 15, and 65.97 per cent. at 
the close of the year 1919. United 
States Government securities held, ex- 
clusive of $715,000,000 deposited to se- 
cure circulation, amounted to $1,416,- 
573,000. The capital of national banks 
was reported at $1,272,291,000 and the 
resources at $21,367,799,000. 


| his annual report to Congress the 


Money in Circulation 


On February 1, 1921, the money in 
circulation in the United States totalled 
$6,141,265,012, as against $6,340,436,718 
on January i and $5,864,171,213 one year 


ago. Based upon a population of 108,- 
000,000 the amount in circulation per 
capita on February 1, 1921, was about 
$56.85 and on January 1, 1921, it was 
about $58.70. 


Mutilated Paper Currency 


That mutilated paper currency will be 
redeemed by the United States Treasury 
Department is generally known, but the 
rules prescribed for redemption are less 
clearly understood. It may be said 
broadly that United States notes, treas- 
ury notes of 1890, fractional currency 
notes, Federal reserve notes, Federal 
reserve bank notes, national bank notes, 
gold certificates and silver certificates 
are redeemed at their face value if three- 
fifths or more of the original propor- 
tions remain. Also, if less than three- 
fifths, but clearly more than two-fifths 
of an original note or certificate is of- 
fered one-half the face value of the 
whole note will be paid. This does not 
mean that an entire three-fifths or two- 
fifths of the note in one piece must be 
presented. On the contrary, it is neces- 
sary only that the fragments aggregate 
the required proportions of the original 
note. 

It is possible, also, to receive full 
original value for a very small part of 
a note or certificate. Any portion of 
it less than three-fifths, if sufficient to 
identify the instrument of which it was 
a part, will be redeemed at its face 
value when accompanied by an affidavit 
of the owner or person having positive 
knowledge that the missing portions 
have been totally destroyed and stating 
the manner of destruction. 

Into these general rules are written 
certain modifications. One prerequisite 
to the acceptance of a mutilated bank 
note is that the name of the issuing 
bank must be discernible. The depart- 
ment reserves to itself the exercise of 
such discretion as will be a protection 
against fraud, and the accuracy of some 
of its employees in determining the value 
and the identity of some cf these muti- 
lated notes is a revelation. 


Not Proper Advertisement 


Recently there came to the attention 
of the Association’s Washington office 
a complaint that a state bank member 
of the Federal Reserve System is adver- 
tising that it is under both “National and 
State Supervision.” Inquiry as to the 
attitude of the Comptroller of the Cur- 
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rency and the Federal Reserve Board 
developed the fact that the latter has 
taken cognizance of this situation, and 
that it has defined its position thereon. 

In an opinion rendered some time ago 
the Board acknowledged the right of a 
state bank member to advertise that it 
is subject to both Government or Fed- 
eral and State supervision. This seemed 
proper in view of the examinations the 
Board is authorized to make, the reports 
the bank is required to give, the restric- 
tion placed upon it in the matter of 
loans and stock purchases, and because 
of the reserve and capital requirements 
imposed. However, the Board has noted 
a distinction between the words Gov- 
ernment or Federal and National when 
used in such advertisements. It holds 
that the word national used in connec- 
tion with banking leads the mind directly 
to a thought of operations under the 
provisions of the National Bank Act, 
and in so far as it may create the im- 
pression that a state bank member is 
subject to the same supervision as is 
exercised over national banks it is mis- 
leading and that it shall not be employed. 


Thrift 


“Economy is near to the keystone of 
character and success. A boy that is 
taught to save his money will rarely 
be a bad man or a failure. The man 
who saves will rise in his trade or pro- 
fession steadily; this is inevitable.”— 
Gladstone. 


L. A. Foster, formerly assistant cashier 
of Anderson Bros. Bank, Rigby, Idaho, 
has been appointed cashier. 


J. M. Strong, State Bank Examiner 
of Cape Girardeau, Mo., has accepted a 
position on the examining staff of the 
Federal Reserve Bank of Richmond, Va. 


The Equitable Trust Company of New 
York has opened an office at 29 South 
La Salle Street, Chicago, with D. L. De- 
Golyer as manager and W. E. Hart as 
assistant manager. 


At the last meeting of the board of 
directors of the Mercantile Bank of the 
Americas, Albert Strauss was elected a 
member, to succeed Frederick Strauss, 
resigned, and Phanor J. Eder, secretary, 
was elected a vice-president. 


ALUN GE 
I 
NATIONAL BANK DIVISION 
: 


Executive Committee Meeting 
Prrecrties to call, a special meet- 


ing of the Executive Committee of 

the State Bank Division of the 

American Bankers Association was 
held at New Orleans, Saturday, Monday 
and Tuesday, February 5, 7 and 8, 1921. 
The committeemen present were Messrs. 
Butler, Hecht, McCauley, Phillips and 
Rogers. 

At the suggestion of Mr. Hecht, the 
committeemen arose for a few minutes 
in silent meditation in memory of the 
late Fred Collins, the best beloved of 
their members. Messrs. Butler, Rogers 
and Allen were appointed a committee 
to draft a suitable memorial in honor of 
Mr. Collins, to be submitted to the Ex- 
ecutive Committee when completed. 

H. A. McCauley, president of the 
Sapulpa State Bank of Sapulpa, Okla., 
was elected chairman of the Executive 
Committee to fill the vacancy caused by 
Mr. Collins’s death. It was voted not to 
fill, for the present, the vacancy simi- 
larly caused in the Executive Committee. 

Chairman R. S. Hecht of the Commit- 
tee on State Legislation and Chairman 
J. D. Phillips of the Committee on Fed- 
eral Legislation reported that thus far 
during the current year no legislative 
matter had arisen at variance with the 
general legislative program of the Amer- 
ican Bankers Association and their re- 
spective committees were consequently 
supporting the work of the American 
Bankers Association and not taking any 
independent action. 

Chairman M. J. Dowling of the Com- 
mittee of Seven on Exchange submitted 
the following report, which, on motion 
duly made and seconded, was adopted: 

Your Committee of Seven, acting with the 
Committee of Five of the American Bankers 
Association, has formed a close working alli- 
ance with the National and State Bankers’ 
Protective Association of Atlanta, Ga., for the 
purpose of combining all forces in an effort 
to present the exchange question to Congress 
next April, with a determination that nothing 
shall be undone to secure an expression from 
Congress that will deal out justice to the large 
majority of the banks of the United States 
and clarify the Federal Reserve Act. Your 
committee held its first meeting in the city of 
Washington, December 18-20, with George E. 
Allen as secretary of the combined committees. 
Mr. McLane Tilton of Charlottesville, Va., is 
keeping in close touch with the Washington 
situation. All that we expect of the present 
Congress is a favorable report from the bank- 
ing committees, if that is possible to secure. 
You are aware of the sudden death of Fred 
Collins and, speaking for the committee, I 
would suggest that no appointment be made in 
his place. The love and esteem of the bankers 
generally throughout the country for Fred will 


make his memory more potent for our cause 
than a replacement. 


In accordance with the recommenda- 
tion of Chairman Dowling, the vacancy 
in the Exchange Committee occasioned 
by Mr. Collins’s death was not filled. 

Chairman George W. Rogers of the 
Membership Committee reported that the 


has 11,442 
voting members, an increase of 313 since 


State Bank Division now 
the first of last September. The asso- 
ciate membership of the Division is 
1,312, making a total of 12,754. _ 

The cordial relationship existing be- 
tween the State Bank Division and the 
National Association of Supervisors of 
State Banks was the subject of favor- 
able comment and it was voted to in- 
vite a representative of the National 
Association of Supervisors of State 
Banks to make an address at the annual 
meeting of the State Bank Division at 
Los Angeles in October. 

The following resolution was unani- 
mously adopted: 

Resolved, That in appreciation of the fact 
that foreign finance corporations organized un- 
der the Edge Act will tend to promote inter- 
national commerce and perpetuate international 
— the Executive Committee of the State 

ank Division of the American Bankers Asso- 
ciation hereby recommends the enactment of 
legislation in states where such legislation does 
not already exist, enabling  state-chartered 
banking institutions to invest in the capital 
stock of such foreign finance corporations on 
substantially the same terms as national banks 
are authorized to make investments of the 
same character. 

The subjects of farm mortgages, sav- 
ings departments in commercial banks 
and various features of the Federal re- 
serve system were discussed, and on 
motion duly made and seconded action 
was deferred until the meeting of the 
Executive Committee at Pinehurst. 


State Bank Supervisors 


Following is a list of the officials in 
charge of the banking departments of 
the various states, including numerous 
changes made within the last few weeks: 
Alabama—H. H. Montgomery, Superin- 

tendent of Banking, Montgomery. 
Arizona—Chas. W. Fairfield, State Au- 

ditor and Bank Comptroller, Phoenix. 
Arkansas—W. T. Maxwell, Commis- 

sioner of Banking, Little Rock. 
California—Charles F. Stern, Superin- 

tendent of Banks, San Francisco. 
Colorado—Grant McFerson, State Bank 

Commissioner, Denver. 
Connecticut—E. J. Sturges, Bank Com- 

missioner, Hartford. 
Delaware—George L. Medill, State Bank 

Commissioner, Dover. 
Florida—Ernest Amos, 

Tallahassee. 
Georgia—T. R. Bennett, Superintendent 

of Banks, Atlanta. 

Idaho—J. G. Fralick, Commissioner of 

Commerce and Industry, Boise. 
Illinois—Andrew Russel, Auditor of 

Public Accounts, Springfield. 
Indiana—Charles W. Camp, Bank Com- 

missioner, Indianapolis. 
Iowa—M. V. Henderson, Jr., Superin- 

tendent of Banks, Des Moines. 


Comptroller, 


Kansas—Walter _E. Wilson, Bank 
Commissioner, Topeka. 
Kentucky—James P. Lewis, Commis- 
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sioner of Banking and _ Securities, 
Frankfort. 

Louisiana—L, E. Thomas, Examiner of 
State Banks, Shreveport. 

Maine—Frank L. Palmer, Bank Com- 
missioner, Augusta. 

Maryland—George W. Page, 
Commissioner, Baltimore. 

Massachusetts—Joseph C. Allen, Com- 
missioner of Banking and Insurance, 
Boston. 

Michigan—Frank W. Merrick, Commis- 
sioner of Banking Lansing. 

Minnesota—F. E. Pearson, Superintend- 
ent of Banks, St. Paul. 

Mississippi—E. F. Anderson, Chairman 
of the Board of Examiners, Clinton. 

Missouri—J. G. Hughes, Banking Com- 
missioner, Jefferson City. 

Montana—H. S. Magraw, Superintend- 
ent of Banks, Helena. 

Nebraska—J. E. Hart, Secretary of the 
Department of Trade and Commerce, 
Lincoln. 

Nevada—Gilbert C. Ross, State Bank 
Examiner, Carson City. 

New Hampshire—James O. Lyford, 
Chairman of the Board of Bank Com- 
missioners, Concord. 

New Jersey—Frank H. Smith, Commis- 
sioner of Banking, Trenton. 

New Mexico—J. B. Read, State Bank 
Examiner, Santa Fe. 

New York—George V. McLaughlin, Su- 
perintendent of Banks, Albany. 

North Carolina—Clarence Latham, State 
Bank Examiner, Raleigh. 

North Dakota—O. E. Lofthus, State Ex- 
aminer, Bismarck. 

Ohio—H. E. Scott, Superintendent of 
Banks, Columbus. 

Oklahoma—Fred G. Dennis, Bank Com- 
missioner, Oklahoma City. 

Oregon—Frank C. Bramwell, Superin- 
tendent of Banks, Salem. 

Pennsylvania—Jno. S. Fisher, Banking 
Commissioner, Harrisburg. 

Rhode Island—George H. Newhall, 
Bank Commissioner, Providence. 

South Carolina—Jas. H. Craig, State 
Bank Examiner, Columbia. 

South Dakota—John Hirning, Superin- 
tendent of Banks, Pierre. 

Tennessee—S. S. McConnell, Superin- 
tendent of Banks, Nashville. 

Texas—Ed. Hall, Commissioner of 
Insurance and Banking, Austin. 

Utah—N. T. Porter, Bank Commis- 
sioner, Salt Lake City. 

Vermont—George B. Carpenter, Com- 
missioner of Banking, Montpelier. 


Bank 


Virginia—F. B. Richardson, Chief 
Examiner of Banks, Richmond. 
Washington—Claude P. Hay, Bank 


Commissioner, Olympia. 
West Virginia—Joseph S. Hill, Com- 
missioner of Banking, Charleston. 
Wisconsin—Marshal Cousins, Commis- 
sioner of Banking, Madison. 
Wyoming—R. J. Hofmann, 
Examiner, Cheyenne. 


State 


STATE BANK DIVISION 


March, 1921 


DREXEL STATE BANK 
CHICAGO, ILL. 


Cream Glazed Terra Cotta 
above Base Course. Base 
Course, Grey Speckled Terra 
Cotta. 


E. JACKSON CASSE 
Architect 


tT is good taste in the simple lines and 
delicate ornamental detail of this bank building. 


Sound judgment is evidenced by the choice of 
the facing material—Terra Cotta. No other facing 
material permits such economical repetition of orna- 
ment, such variation of color, and, at the same time, 
such strength and resistance to all the elements. 


Terra Cotta is exceptionally easy to keep in good 
condition. Whatever dust or dirt accumulates can 
be washed off with soap and water and the original 
surface left fresh and clean. 


R. J. Neal, President of the Drexel State Bank, 
recently wrote us: 

“I beg to state that we have been very well satisfied 
with the Terra Cotta used in our building. 


“Our bank is located on a prominent corner in this 
section of the city and the fact that we can clean the 
Terra Cotta each year at a nominal expense always keeps 
the appearance of our building in excellent shape.” 


“Permanent. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Expressing GOOD TASTE and SOUND JUDGMENT 


Terra Cotta in itself is permanent, and its first 
cost is as moderate as is consistent with its quality 
and permanence. No wonder Terra Cotta appeals 
to bankers on an economy basis. 


You want your bank to represent you as a man 
of good taste and sound judgment. You want your 
bank to influence the “man in the street” to make 
his deposits with you. Terra Cotta can contribute 
directly to your bank’s success by expressing out- 
wardly its dignity and importance in the affairs of 
the community. 


If you would see how Terra Cotta has been used 
in other bank buildings throughout the country, 
send for the attractive new brochure, “The Bank”. 
And for the interesting story of Terra Cotta in 
general, ask for “Terra Cotta Defined”. Address 
National Terra Cotta Society, 1 Madison Ave., 
New York, N. Y. 


Profitable 


When writing to advertisers please mention the “‘Journal of the American Bankers Association.” 
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TERRA COTTA 


Beautiful 


= 
| 
k 
d, 
l- 
ik 
1- 
te 
X- 
of 
n- | 
n- 
ng 
Il, 
ite 
n- 
in- 
of 
is- 
m- 
ief 
nk 
m- 
\is- 


New Banks Organized 


ARKANSAS 


Bank. Capital, 


McRae — Peoples 
000 


State 


Bank. 
. Banks ; 


Siloam Springs—Producers 
Bank. Capital, $25,000 

Stuttgart—Arkansas Count 
Capital, $50,000. President, A. 
cashier, G. F. Walz. 


CALIFORNIA 


Elsinore—First National Bank of EI- 
sinore (conversion of The Consolidated 
Bank of Elsinore). Capital, $25,000. 
President, L. T. Horton; cashier, John 
P. Millar. 

Huntington Park—National Bank of 
Huntington Park (conversion of The 
Bank of Huntington Park). Capital, 
_ $70,000. President, C. A. Larson; cash- 
ier, C. W. Welter. 

Los Angeles—Hibernia Trust Com- 
pany. Capital, $200,000. 

Pasadena—Central National Bank of 
Pasadena (conversion of the Central 
Bank). Capital, $100,000. President, 
Wm. H. Magee; cashier, L. M. Jones. 

San Francisco—Asia Banking Corpor- 
ation. Capital, $300,000. Manager, Paul 
Dietrich. 

San Luis Obispo—Citizens State Bank. 
Capital, $125,000. 

Thermal—Coachella Valley 
Bank. Capital, $25,000. 


FLORIDA 


Clermont—First National Bank. Cap- 
ital, $25,000. President, H. W. Fenker; 
cashier, H. L. House. 


GEORGIA 


Lawrenceville—First National Bank. 
Capital, $50,000. President, C. R. Ware; 
cashier, R. H. Young. 


State 


ILLINOIS 


Bellair—Bellair State Bank. Capital, 
$10,000. President, John Payn; cashier, 
L. B. Wiman. 

Camden—Camden State Bank. aoe. 
ital, $12,000. J. Race: 
cashier, Roy C. D 

Centralia—City Bank. Cap- 
ital, $100,000. President, John C. Agey; 
cashier, Alva J. Johnson: 

Chicago—Devon Trust & Savings 
Bank. Capital, $100,000. President, 
Chas. V. Wellner; cashier, Frederick D. 
Ehlert. 

Chicago—Hamilton State Bank. Cap- 
ital, $200,000. President, Charles E. 
Kanaley ; cashier, Roy P. Roberts. 

Chicago—Immigrant State Bank. Cap- 
ital, $100,000. President, Emery Szoeke ; 
cashier, Frederick M. Just. 

Fenton—Fenton State Bank. Capital, 
$25,000. President, W. J. Forth; cashier, 
Emmett C. Thompson. 

Oak Park—Avenue Trust Company. 
Capital, $50,000. President, Willis S. 
Herrick; cashier, A. L. Harvey. 


INDIANA 


Montezuma—State Bank of Monte- 
zuma. Capital, $25,000. 
Morgantown—Farmers 
pany. Capital, $25,000. 


Trust Com- 


Newcastle—Farmers First Trust Com- 
pany. Capital, $50,000. 

South Bend—Fodor Busezky’s State 
Bank. , Capital, $25,000 

South Milford—Peoples State Bank. 
Capital, $25,000. 


Iowa 


Fairfield—Farmers State Bank, Cap- 
ital,+ $100,000. President, John Diers; 
cashier, R. H. Spence. 

Independence—Farmers State Savings 
Bank. Capital, $50,000. President, Chas. 
C. Meythaler; cashier, E. F. Sorg. 

Laurens—Farmers Trust & Savings 
Bank. Capital, $50,000. President, O. F. 
Oleson; cashier, M. O. Anderson. 

Sumner—State Bank of Sumner. Cap- 
ital, $25,000. President, E. M. Cass; 
cashier, H. W. Bathke. 


KANSAS 


Agra—Farmers National Bank. Cap- 
ital, $25,000. President, E. C. Trail; 
cashier, S. T. Furlong. 

Dwight—Farmers State Bank. ‘Cap- 
ital, $15,000. President, Chas. W. John- 
son; cashier, H. R. Johnson. 

Kansas City—Merchants State Bank. 
Capital, $50,000. President, H. H. Sou- 
ders; cashier, George J. Gilman. 

Woodbine—Citizens State Bank. Cap- 
ital, $25,000. President, W. L. Johnson; 
cashier, W. P. Randall. 


KENTUCKY 


Louisville—First Standard Bank. Cap- 
ital, $100,000. President, Wilson Lovets. 


MICHIGAN 


Iron Mountain—The National Bank. 
Capital, $100,000. President, C. Meéil- 
leur ; cashier, Charles Parent. 


New York 


Manhasset—First National Bank. Cap- 
ital, $50,000. President, Francis D. Jack- 
son; cashier, S. M. Powell. 

Maybrook—Maybrook National Bank. 
Capital, $25,000. President, J. F. 
Shields; cashier, Charles A. Crist. 


OHIO 


Crooksville—American Savings Bank 
Company. Capital, $25,000. President, 
W. A. Brown; cashier, E. L. Taylor. 

Stony Ridge—Farmers Savings Bank 
Capital, $25,000. President, 

Nm. H. Price; cashier, A. E. Hickman. 

West Jefferson—Commercial Bank 
Company Capital, $50,000. President, 
T. C. Gregg; secretary-treasurer, How- 
ard Johnson. 


OKLAHOMA 


Morris—Morris National Bank (suc- 
ceeds First National Bank of Morris). 
Capital, $25,000. President, John E. Mul- 
lins; cashier, L. S. Bagley. . 


OREGON 


Grants Pass—Grants Pass and Joseph- 
ine Bank. Capital, $75,000. President, 
I. A. Robie; cashier, Sam H. Baker. 
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Junction City—Junction City State 
Bank. Capital, $25,000. President, 
Henry Harkson; cashier, Thor Fag- 
stadt. 

Oakland—E. G. Young & Co. Bank. 
Capital, $50,000. President, Geo. F. 
Stearns; cashier, T. B. Garrison. 


TENNESSEE 
Hornsby—Bank of Hornsby. Capital, 
12,000. 


Nashville—American Trust Company. 
Capital, $100,000. 

Perryville—Bank of Perryville. 
ital, $12,500 

Telford—Bank of Telford. 
$20,000. 

Tellico Plains—Citizens Bank & Trust 
Company. Capital, $25,000. 


TEXAS 


Cap- 
Capital, 


Arlington—Farmers National Bank. 
Capital, $50,000. President, C. C. Vin- 
son; cashier, J. E. Voss 

Childress—City State Bank. 

Clifton—Clifton National Bank. Cap- 
ital, eg President, C. M. Moore; 
cashier, R. S. Clement. 

Electra—Security National Bank. Cap- 
ital, $50,000. President, John Brownlee; 
cashier, Chas. R. Mil ler. 

Tacksonville—Guaranty State Bank. 

Karnes City—Guaranty State Bank. 

West—West State Bank. 


WISCONSIN 


Ettrick—Beaver Valley. State Bank. 
Capital, $25,000. President, A. C. Hage- 
stad; cashier, G. S. Hjerleid. 

Meridean—Meridean State Bank. Cap- 
ital, $15,000. President, Frank Pierce; 
cashier, Walter J. Rowe. 

Milwaukee—City Bank. Capital, $300,- 
000. President, Edw. A. Farmer; cash- 
ier, W. F. Jackson. 

White Lake—White Lake State Bank. 
Capital, $15,000. President, W. D. Cav- 
ers: cashier, V. H. John. 

Potter—Farmers State Bank. Capital, 
$25,000. President, A. H. Voigt; cashier, 
A. R. Buschmann. 


Central States Conference 


The Central States Conference 
of presidents, vice-presidents and 
secretaries of the Bankers Associa- 
tions will be held at St. Louis on 
March 22 and 23. The conference 
will call together bankers from four- 
teen states, Illinois, Indiana, Iowa, 
Kansas, Kentucky, Michigan, Min- 
nesota, Missouri, Nebraska, North 
Dakota, Ohio, Oklahoma, South 
Dakota, Wisconsin. 

M. A. Graettinger, secretary and 
treasurer of the State Secretaries 
Section, the American Bankers As- 
sociation, is chairman of the con- 
ference and E. P. Gum of Oklahoma 
is secretary. 
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The KALAMAZOO 
TRUST 
RECORD FORMS 


A Complete, Clear 
Simple System 
for the 


TRUST DEPARTMENT 


Clearness 
The records may be easily understood by anyone not familiar with the work. 
Simplicity 
Not only the source of each entry readily ascertainable, but all forms are 
uniform in size, adding to the convenience and general appearance. 
Completeness 


A complete record of all matters pertaining to any trust given within the 
span of a few pages, making it unnecessary to trace through numerous 
ledgers and records for information. 


Adaptability 
An accounting system that is workable and practical for the largest as 
well as the smallest trust company or 
Write for Booklet 


department. 
‘TRUST RECORDS”’ 


Kalamazoo A complete explanation 
Loose Leaf Binder Co of this efficient system. 
Mich. 


COUPON 


Kalamazoo Loose Leaf Binder Co. 
Kalamazoo, Michigan 


Please send me your folder, “Trust 
Records.” 


AL LEAF AMAL AND ‘0 
FOR EVERY BANKING NEED 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Membership Changes 


REPORTED FROM JANUARY 26, 1921, To FEBRUARY 25, 1921 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
any changes which occur, for the purpose of keeping 


Manager of the Association would appreciate —— 
the membership list correct and giving publicity throug 


Holbrook State Bank closed. 
First National Bank closed. 
Long Beach Savings Bank & Trust 
Company changed to Long Beach 
Trust & Savings Bank. 
San Bernardino..Savings Bank of San _ Bernardino 
changed to San Bernardino Valley 


ank. 
Cripple Creek....Cripple Creek State Bank consolidated 

with First National Bank. 

Farmers Bank closed. 

First-Bridgeport National Bank con- 
solidated with Connecticut National 
Bank as First National Bank of 
Bridgeport. 

American Industrial Bank & Trust 
Company consolidated with City 
Bank & Trust Company. 

B. F. West & Company, Bankers, 
succeeded by B. F. West Banking 
Company. 

Corn Exchange Bank succeeded by 
Ashmore State Bank. 

First Bank of Brownfield succeeded by 
Union State Bank. 

Fullerton—Southport State Savings 
Bank changed to Fullerton State 


Bank. 

South Side State Bank changed to 
South Side Trust & Savings Bank. 
Bank of Easton succeeded, by Farmers 

State Bank. 

Sublette Exchange Bank succeeded by 
Farmers State Bank. 

State National Bank changed to First 
National Bank. 

City National Bank merged with Com- 
mercial Savings Bank as City-Com- 
mercial Savings Bank. 

National Bank of Commerce changed 
to First National Bank in Dodge 
City. 

Farmers State Bank consolidated with 
Wellington National Bank as First 
National Bank in Wellington. 

Louisville National Banking Company 
changed to Louisville National Bank. 

New Orleans.....Canal - Commercial National Bank 

merged with Canal- Commercial 

. Trust & Savings Bank. 
Baltimore........ Merchants-Mechanics First National 
Bank changed to Merchants National 


Colorado 


Connecticut 


Florida 


Illinois 


Louisville 


Maryland 


ank, 
Massachusetts. . . Boston Peoples National Bank of Roxbury 
changed to Peoples National Bank. 
Tremont Trust Company in possession 


of Commissioner of Banks. 


Boston 


from members notice o 
the columns of the JouRNAL. 


Michigan 


North Carolina. . 
North Dakota... 


Oklahoma 


Oregon 


Pennsylvania. ... 


South Carolina... 


Virginia 


Washington 


Dotson 


Springfield). . 


St. P 


Plentywood 


Ceresco 


Medina 


Cleveland 


Cleveland 


The Wxecutive 


Exchange Bank of E. H. Pinney & Son 
succeeded by Pinney State Bank. 
Lansing State Savings Bank consoli- 
dated with American Savings Bank 
as American State Savings Bank. 
m D. 
.. Farmers State Bank closed. 

Metropolitan Bank consolidated with 
Central Bank as Central Metropoli- 
tan Bank. 

Bole State Bank being liquidated. 

Sheridan County State Bank closed. 

State Bank of Ceresco in hands of 
receiver. 

John Nemeth State Bank changed to 
American Union Bank. 

Bank of Coats in hands of receiver. 

First National Bank consolidated with 
La Moure County Bank as La Moure 
County First National Bank. 

First National Bank closed. 

National Commercial Bank merged 
with Guardian Savings & Trust Com- 
pany. 

Superior Savings & Trust Company 
consolidated with Central National 
Bank as Central National Bank 
Savings & Trust Company. 

City National Bank changed to First 
National Bank. 

Union National Bank merged with 
First National Bank. 


Grants Pass..... Josephine County Bank merged with 


Hazleton 
Scranton 


Florence........ 


Graham 


Lynchburg 


Port Angeles.... 


Tacoma 


Grants Pass Banking Company as 
Grants Pass & Josephine Bank. 

Hazleton Slavonic Bank changed to 
American Bank & Trust Company. 

American Bank of Commerce merged 
with Third National Bank. 

.City Savings Bank consolidated with 
Farmers & Merchants Bank. 

Peoples Bank liquidating. 

Bank of Orangeburg consolidated with 
Peoples National Bank as Orange- 
burg National Bank. 

City National Bank converted 
City Guaranty State Bank. 

Citizens State Bank closed. 

Beckham National Bank changed to 
First National Bank. 

United Loan & Trust Company in 
voluntary liquidation. 

Citizens National Bank changed to 
First National Bank in Port Angeles 

.Scandinavian-American Bank in hands 
of Bank Commissioner. 


into 


New and Regained Members from January 26, 1921, to 
February 25, 1921, Inclusive 


Florida—Continued 


Arizona Arkansas 


Union Bank & Trust Co., Winslow 91-141. 


$2.00 PERFECT PHONE SERVICE | 

THERAPHONE £Ear-Tuned | 
Receiver Earpiece can’t con- | 
fuse. Gives Perfect Hear.ng | 
without Effort. Powerful and 
Distinct. For Noisy Places, 
Deaf, Busy or Nervous People. 

Exp’t $2.10 THERAPHONE Clear-Voice | 

Mouthpiece puts your gy $1.50 | 

message across clear. iii. 

Gets Attention, holds it 

and makes friends. Nok 

repeating or confusion. § 

Unequaled for privacy, 

hygiene, range and service. ‘Exp’t $1.60 | Florida 


Used and endorsed by men of affairs. B 
Sent—Check or C.0.D.— Postpaid. Satisfaction Guaranteed 


The EVOLUTION PHONE CO., inc., 48-) Greenwich Ave., New York 


Bank of Lowell, 


gained.) 


California 


Angeles 16-20. 
wm. 
Bldg., Oakland. 


Colorado 


gained.) 


Connecticut 


Cavalier & Co., 


Peoples Bank, Mammoth Spring. 
Bank of Ozan, Ozan 81-413. 


First Nat’l 
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Bank of Dyer, Dyer 81-331. (Regained.) 
Lowell 81-386. 
Luxora Banking Co., Luxora 81-387. 


(Re 


(Regained. ) 


First National Bank, Geyserville 90-600. 
California Bank, Belvedere Branch, Los 
(Regained.) 
Bank 


First National Bank, Olathe 82-180. (Re- 


New Britain Chapter, American Inst. of 
Banking, New Britain. 


. F. West Banking Co., Avon Park 63- 
140. (Regained.) 
First National Bank, Clermont 63-354. 


Ellenton 63-295. 
(Re- 


Ellenton State 
(Regained. ) 

Citizens Bank, Tallahassee 63-69. 
gained.) 


Bank, 


Georgia 


Farmers Bank, Alamo 64-877. (Regained.) 
Citizens Bank, Cochran 64-876. (Re 
gained.) 

Bank of Lexington, Lexington 64-484. 
(Regained. ) 
Farmers Bank, Winder 64-894. 

gained.) 


Idaho 


Grand View State Bank, Grand View 92- 
167. (Regained.) 
National Bank of Idaho, Pocatello 92-23. 


Illinois 
Farmers State Bank, Easton 70-1086. (Re- 
gained.) 
— Trust & Savings Bank, Mattoon 70- 


First National Bank, Ullin 70-1632. 


Ci 
California........ I 
ansing 
Minnesota....... 
au 
Montana........Bole... 
Nebraska........ 
New York.......New Yo 
Kulm.. 
Tulsa. . 
Indiana.......... 
Kanens.......... 
Greenwood..... 
Orangeburg... .. 
Louisiana........ El Campo 
G 
B 
pr 
Y 
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Your Bank Needs Distinctive 
CHIPPED GOLD 


SIGN TABLETS 


Signs that will identify your 
institution in a pleasing and 
impressive manner. That are 


easy to read, do not tarnish and 
require no polishing. Thou- 
sands of Banks are using our 
Chipped Gold Signs and every 
one will testify to their superi- 
ority in elegance, character and 
legibility. 

Our Book “‘Bank Signs”’ 

Sent Free 


RAWSON & EVANS CO., 745713 Washineton 
SPECIAL SERVICE CHARGES 


Form of Notice for the Convenience of Bankers 


FAILURE TO RECEIVE PRESENTATION FEE 
ON UNPAID ITEMS AFTER SERVICE HAS 
BEEN RENDERED BY BANKS has caused the State 
Bank Division of the American Bankers Association 
(of which this Bank is a member) to adopt the | 
following Resolution relative to Collections and Re- 
quests for Rating—it being the general opinion of 
bankers that “the laborer is worthy of his hire,” and 
that banks should not be expected to perform these 
important duties without some remuneration: 


RESOLVED, THAT COLLECTIONS 
AND REQUESTS FOR RATING will 
have our prompt attention PROVIDED 
same are accompanied by the following fee 
IN ADVANCE: 

Collections 15 cts. each 

Requests for rating, mini- 

25 cts. each 
Unless such fee accompanies requests for 
this service the item will be returned with- 
out presentation or attention. This rule 
does not apply to Drafts with Bills of Lad- 
ing attached, or to NOTES. 


We return the attached and call your attention to 
our rule. Fees accompanying collections will be 
credited as part of regular exchange charge on col- 
lections made. In complying with request for rating, 
all statements will be made upon information whic 
this bank believes to be reliable, but further than that 
it assumes no liability whatever. 


Please keep for further reference. 


Copies of the foregoing card may be obtained upon application to 
George E. Allen, Deputy Manager, State Bank Division, American 
Bankers Association, Nassau Street, New York City, N. Y. Price, 
postpaid, fifty cents for the first 250 copies, seventy-five cents for 500 
copies, $1 for 750 copies, $1.25 for 1,000 copies. Please remit in New 
York exchange with your order. 


Check Protection WITHOUT Machine 


Your Cw, Ar 
FIRST NATION 


TO 


or 


Equally Practical for 
Pocket, Desk and Payroll 


PROTECTU CORPORATION 
New York: 500 5th Ave. . Chicago: 725 S. Wells St. 


UR “Bank Number of Results” 
is a concise up-to-the-minute 
story of the shorter route to 

economy in the handling of figure- 
work in the bank. 


A copy will be sent FREE to every 
member of the American Bankers 
Association who expresses a wish 
for it. 


This copy of Results sets out 
simply the reasons for the unusual 
reception now being given by banks, 
both large and small throughout the 
country, to the Monroe Calculating 
Machine. 


The coupon below is for your con- 
venience in obtaining a copy. 


ONROE 


REG. S. PAT. OFF 


Calculating Machine 


The“SHOW ME” Coupon-Mail it today 


MONROE CALCULATING MACHINE CO., 
Woolworth Building, N. Y. 


Without obligation send us a copy of your “Bank Number 
of Results.” 


Bank Name 


My Name 


J. A. B. A.—3-21 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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Indiana 


Citizens Bank, Metz 71-1171. 

Farmers State Bank, Mexico 71-1036. 
(Regained. ) 

Moores Hill State Bank, Moores Hill 71- 
846. (Regained.) 

Wabash Bank, Vincennes 71-159. (Re- 
gained.) 


lowa 


Farmers National Bank, Allerton 72-706. 
(Regained. ) 

Farnhamville Savings Bank, Farnham- 
ville 72-1907. (Regained.) 

Peoples Savings Bank, Garrison 72-1020. 
(Regained.) 

Bank, Gunwald 72-1875. 


Primghar Savings Bank, Primghar 72-786. 
(Regained.) 
— National Bank, Shenandoah 72- 


er Savings Bank, Thayer 72-1149. 
(Regained.) 
Whitten State Savings Bank, Whitten 72- 
1656. (Regained.) 


Kansas 


Butler County State Bank, Eldorado 83- 
185. (Regained.) 

Lyon County State Bank, Emporia 83-78. 

First National Bank in Frankfort, Frank- 
fort 83-1393. 

Holeomb State Bank, Holcomb 83-873. 
(Regained. ) 

Bank of McCracken, McCracken 83-654. 


(Regained. ) 

Madison Bank, Madison 83-453. (Re- 
gained.) 

First National Bank, Olathe 83-172. (Re- 
gained.) 

Sedgwick State Bank, Sedgwick 83- — 
(Regained.) 


Kentucky 


Bank of Clarkson, Clarkson 73-466. (Re- 
gained.) 
Bank of Fountain Run, Fountain Run 73- 
495. (Regained.) 
Bank of Pembroke, Pembroke 73-349. 
Louisiana 


Security Bank, Amite 84-262. 

Cheneyville 84-160. (Re- 
gained 

Bank, Dubach 84-173. (Re- 
gained 

Bank of Slaughter, Slaughter 84-236. 


Maryland 


Clinton Bank, Clinton 65-278. 
—- -Queen Anne Bank, Hillsboro 65- 


Prince George’s Bank, Hyattsville 65-234. 
Massachusetts 
Boston National Bank, Boston 5-174. 
Braintree National Bank, Braintree 53- 
625. | 
Lyne Five Cents Savings Bank, Lynn 53- 


William C. Hawes, New Bedford. 
Waltham Trust Co., Moody St. Branch, 
Waltham 53-237. 
Michigan 


First National Bank, Blissfield 74-1072. 
Sparta State Bank, Sparta 74-843. 


Minnesota 


Duluth Chapter, American Institute of 
Banking, Duluth. 

First State Bank, Odessa, 75-612. (Re- 
gained.) 


Missouri 
Bland Commercial Bank, Blend 80-895. 
(Regained. ) 
a Carl Junction, Carl Junction 80- 


Bank of Collifis, Collins 80-831. 

Diehlstadt Bank, Diehlstadt 80-1561. 

Duenweg State Bank, Duenweg 80-1335. 
(Rega 

Farmers erchants Bank. Ethel 80- 
1344. (Regained. ) 

First State Bank, Fornfelt 80-990. 

Granger Exchange Bank, Granger 80-1012. 
(Regained.) 

Hunnewell Bank, Hunnewell 80-761. 

Peoples Bank, Jonesburg 80-730. (Re- 
gained.) 

Colonial State Bank, Kansas City 18-75 

East Side Bank, Kansas City 18-36. 

— & Merchants Bank, Linneus 80- 


Baak e Meta, Meta 80-771. (Regained.) 
Savings Bank, Mooresville 


Missouri—Continued 


Hamburg, New Hamburg 

Ralls County Bank, New London 80-527. 
(Regained. 

Union State Bank, Novinger 80-385. (Re- 
gained. 

Farmers Bank of Rockport, Rockport 80- 
489. (Regained.) 

Farmers & Traders Bank, St. Joseph 36-54. 

Farmers Bank, Skidmore 80-677. (Re- 

Peoples Exchange Bank, 80-1222. 

Bank of Utica, Utica 80-1316. 

Bank, Verona 80-1239. 
ained 

villa Blige State Bank, Villa Ridge 80- 
1361 egained.) 


Montana 


Federal Reserve Bank of Minneapolis, 
Helena 93-26. 
Chapman State Bank, Red Lodge 


Nebraska 


et State Bank, Allen 76-536. (Re- 

gained 

ne ton ‘state Bank, Brayton 76-664. 

egained 

ota State Bank, Chadron 76-1040. 
(Regained. ) 

ere ‘i Bank, Clarks 76-994. (Re- 
gain 

State Bank of Dunning, Dunning 76-1211. 
(Regained. ) 

Farmers & Merchants State Bank, Mc- 
Cook 76-1275. 

Nebraska Bank, Milligan 76-1100. 
(Regained. ) 

Nehawka Bank, Nehawka 76-818. (Re- 


gained.) 
Security State Bank, Norfolk 76-1272. 
oyal 76-963. (Re- 


Citizens State Bank, 
gained.) 

Farmers & Merchants Bank, Sumner 76- 

562. (Regained.) 


New York 


Marine Trust Co., Bank of Buffalo Branch, 
Buffalo 10-2, (Regained.) 

First National Bank, Manhasset, 50-1033. 

Maybrook National "Bank, Maybrook 50- 


1034. 

Greenwich St. Bank, 18th St. Branch, New 
York 1-17. (Regained.) 

Guaranty Trust Co., Grand St. Branch, 
New York 1-107. 

York Savings Bank, Brooklyn 


North Carolina 


Bank of Coleridge, Coleridge 66-652. 
Bank of Parkton, Parkton 66-412. (Re- 
gained.) 


BANK 


Must Be Canceled 
An Uncanceled Check 
is a Potential Liability 


Effectively canceled 
checks are your customers’ 
permanent receipts. 


An Acceptable Cancellation 
must be 


Unalterable 
Definite — Legible 
And Include DATE 


March, 1921 


North Carolina—Continued 


Pamlico Savings & Trust Co., Tarboro 
66-147. (Regained.) 


North Dakota 


Tokio State Bank, Tokio 77-878. (Re 
gained.) 

Scandinavian American State Bank, Van 
Hook 77-576. (Regained. ) 


Ohio 


Akron Chapter, American Inst. of Bank- 
ing, Akron. 

"National Bank, Antwerp 56-1304, 

Arcadia Bank & Savings Co., Arcadia 56- 
875. (Regained.) 

Guardian Savings & Trust Co., Spira 
Office, Cleveland 6-66. (Regained.) 

Marion Savings Bank Co., Marion 56-177, 

West Side Banking Co., Marion 56-178. 

Minerva Savings & Trust Co., Minerva 
56-1050. ( Regained.) 


Oklahoma 


Bank, Alva 86-130. (Re 

gain 

First State Bank, Ashland 86-1140. (Re- 
gained.) 

Citizens Bank, Grove 86-416. 

First State Bank, Keota 86-79 
gained.) 

First National Bank, Kusa 86-1056. (Re- 
gained.) 

Guaranty Trust Co., Muskogee 49-54. 

Bank, Porter 86-512. (Re 
a 

National Bank, Westville 86-447, 
(Regained.) 


Pennsylvania 


First National Bank, Finleyville 60-1158, 
(Regained. ) 

First National Bank, Howard 60-1198. 
(Regained. ) 

Peoples National Bank, Pitcairn 60-1564, 

First National Bank, Seward 60-1573. 


South Carolina 


National Bank of Abbeville, Abbeville 67- 
129. (Regained.) 

Bank of Great Falls, Great Falls 67-484, 

Bank of Kershaw, Kershaw 67-326 (Re- 
gained.) 

of Kingstree 67-220. (Re- 
gained 

Bank of Williamsburg, Kingstree 67-221, 
(Regained.) 


South Dakota 


State Bank of Brandt, Brandt 78-511. 

Farmers & Merchants State Bank, Canova 
78-389. (Regained.) 

First State Bank, Claremont 78-525. (Re- 
gained.) 


CHECKS 


CUMMINS PERFORATOR COMPANY 


Formerly THE B. F. CUMMINS CO. 
Makers of Punch Hole Marking Machines Since 1887 


4752 RAVENSWOOD AVENUE, CHICAGO 
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